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Blaw-Knox gas cleaner 
saves $3600 a year 
in maintenance costs 


For over 31 years, the compressor station illustrated 
above pumped an average of 3 million cubic feet of 
gas per day from Western Pennsylvania wells. Dur- 
ing that time, damage to compressor parts from 
entrained dust cost the company $3600 a year. 

This figure does not include costly damage to 
meters and regulators in the distribution system, 
the revenue lost as unmeasured gas or the expense 
of cleaning out service lines and pilots. 

Since 1942, when a Blaw-Knox Gas Cleaner was 
installed, maintenance resulting from pipeline dust 
has been negligible. Dust removed from the cleaner 
has averaged 11 bushels every three months, or over 
30 pounds a day. 

Field tests repeatedly have shown that outlet gas 
from Blaw-Knox Gas Cleaners is free of dust, re- 
gardless of the quantity or particle size entering the 
equipment. 

The low maintenance cost and remarkable effi- 
ciency of Blaw-Knox Gas Cleaners are the result of a 
unique oil scrubbing principle, coupled with con- 
tinued design improvement based on careful field 
and laboratory study. 

When you buy, specify Blaw-Knox. You’ll be sure 
to remove even the finest particles of dust. 


The new Blaw-Knox Bulletin No. 2450 contains 
complete information. Write for it. 


BLAW-KNOX COMPANY 


Blaw-Knox Equipment Division 
Gas Equipment Department 
Pittsburgh 38, Pennsylvania 
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The physical distance from Pearl Street to Astoria 
in New York City can be spanned in a short subway 
trip, but the difference between Edison’s Pearl 
Street Station and Consolidated Edison’s Astoria 
Station spans the engineering progress made in 
the 75 years since Edison produced the first incan- 
descent electric light. 


View of B&W Boiler for H i P i i 

ee Now we are celebrating Light’s Diamond Jubilee, 

Station. and reminding all Americans of the electrical prog- 
ress that has been so helpful to everyone in the 


short 75 years since Edison’s Menlo Park experiments. 


The public relations value of the Diamond Jubilee celebration is impor- 
tant, of course—and proper, too. But we at B& W believe that the electric 
power industry has good reason to celebrate the Diamond Jubilee for the 
sheer exuberance of looking back fondly and enthusiastically upon a 
great job well done—and of looking forward to a future that is limitless. 


In only 75 years the lights that first glowed in Edison’s Menlo Park 
Machine Shop have been multiplied by tens of millions across this country 
and the world. This could only have been accomplished by an industry so 
technically proficient and so dedicated to its public trust that each challenge 
has been met in turn, and each victory marked down as a foundation on 
which to build further. 

Having supplied Edison with his boilers for Menlo Park, and a few years 
later for his Pearl Street Station, we at B&W are proud of our own con- 
tinuing technical contributions such as Cyclone Furnaces, Pressure Firing, 
Cyclone Steam Separators, Coal Pulverizers and Divided Furnaces, that 
have helped the utilities produce more power for more people at lower 
cost than power pioneers ever dreamed of. 

We may well pause to reflect on Menlo Park and Astoria Station—each a 


significant date in power generation, a significance made greater by the 
fact that each points in the same direction—to an expanding future. 























One of two Pressure-Fired B&W Boilers installed at 
Astoria. This dry-bottom, Radiant Reheat Type unit 
incorporating B&W Divided-Furnace construction, has 
a design pressure of 2050 psi. Superheater outlet 
pressure and temperature are 1850 psi and 1000 F, 
with reheat to 1000 F. Designed steam output ranges 
between 1,200,000 and 1,370,000 Ib per hr, depending 
upon type of fuel 
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Astoria Generating Station of Consolidated Edison Co. 
4, which will ultimately have a generating capacity of 
ebout 1,000,000 kw. 
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AX this issue is being distributed, mem- 
bers of the American Gas Associa- 
tion were gathering for their thirty-sixth 
annual convention at Atlantic City, New 
Jersey, October 11th to 13th, inclusive. 
Following our annual custom of recent 
years, we have endeavored to salute this 
great utility industrial association by in- 
cluding in this issue materials and special 
features of interest to all branches of the 
gas industry. 


As a result of the Supreme Court de- 
cision in the Phillips Petroleum Company 
Case on June 7th, the spotlight this year 
is obviously upon the independent produc- 
er. Whatever one may think of the 
Phillips decision, it should at least have the 
effect of drawing all three branches 
close together—seeing each other’s prob- 
lems from the viewpoint of a new com- 
munity of interest. That at least could 
well be the foundation of a new era of 
unity in a controversial business where 
unified effort will be needed for a long 
time. 


WE have the privilege of presenting as 
our opening feature in this issue a special 
message exclusively prepared for PUBLIC 
Utiuities ForTNIGHTLY from a gas util- 
ity executive who has been president of 





LYNDON B. JOHNSON 
























E. H. EACKER 


the American Gas Association during the 
past year. He is E. H. Eacker, who is 
also president of the Boston Consolidated 
Gas Company. Mr. EACKER is a native of 
Buffalo, New York, and attended the U. S. 
Naval Academy at Annapolis. He also re- 
ceived his Bachelor’s and Master’s degrees 
in science from the Massachusetts Insti- 
tute of Technology. His first job in the 
utility business was as electrical superin- 
tendent with the Charlestown (Massachu- 
setts) Gas & Electric Company in July, 
1923. He joined his present organization 
as assistant to the vice president in 1931 
and became president in March, 1948. 


*K 


W: could have selected no more repre- 
sentative spokesman for the gas-pro- 
ducing state of Texas than its senior U. S. 
Senator, Lynpon B. JoHNson, who was 
also Senate Minority Leader in the 83rd 
Congress. SENATOR JOHNsON’s article on 
the impact of the Phillips decision on over- 
all public interest begins on page 473. SEN- 
ATOR JOHNSON was born in Johnson City, 
Texas, and was educated at Southwest 
Texas State Teachers College (BS, 730), 
as well as Georgetown University Law 
School (’35). He was first elected to the 
House of Representatives of the 75th Con- 
gress in 1937. He was elected Senator in 
1948 and re-elected this year. 
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Natural gas and oil in the United 
States have achieved a record of 
service that is outstanding in the 
world. Data of American Petroleum 
Institute show that with only 12% 
of the world’s potential producing 
lands, this nation today produces 
about two-thirds of the world’s gas 
and oil. Today, these two resources 
supply 63.8% of the nation’s energy 
and play a basic role in its defense 


and in maintaining its high standard 
of living. 


The development of gas and oil resources is the result of the work of 
thousands of companies and individuals over a period of years. Geologists, 
geophysicists, and other technicians throughout the nation constantly 
gather and study data to find new fields. In 1953, 10,675 exploratory 
wells were drilled at an average cost of $100,000 per well—more than 


a billion dollars—to find new supplies but 9,254 of these were dry holes, 
a total loss. 


Gas must be found before it can be produced, otherwise it is a commodity 
like coal, oil, lumber, cotton, and wheat. If the consumer is to have an 
adequate supply over the years for his demands he must pay a price in 
the field that will justify this great search and these vast expenditures. 


Bureau of Labor Statistics show that between 1945 and June, 1954 the 
cost of food increased 65.2% ; the cost of clothing 37% ; the cost of rent 
41.1%; and the cost of all items 49.7%. During this same period, how- 
ever, gas increased only 12%. 

















PAGES WITH THE EDITORS (Continued) 


W: also take pleasure in presenting in 
this issue the views on current com- 
plications in natural gas regulation by a 
member of the Federal Power Commis- 
sion, S. L. DicBy, who was nominated by 
President Eisenhower in July, 1953, for 
a term expiring in 1958. A native of Union 
parish, Louisiana, COMMISSIONER DIGBY 
also served as state commissioner of con- 
servation from 1948 through 1952. He 
received his Bachelor of Law degree from 
the Louisiana State University and was 
admitted to the bar of that state in 1916. 
He has also served as district attorney and 
judge for Lincoln and Union parishes. 


natn M. Avper, author of the very 
practical analysis of what the Phillips 
decision and subsequent FPC rules mean 
to the independent producers, which begins 
on page 479, is now a practicing lawyer 
in Washington, D. C., specializing in util- 
ity matters. A native of Chattanooga, 
Tennessee, he was graduated from the 
University of Chattanooga (BA, ’34) and 
the University of Chicago Law School 


(JD, ’37). Following brief general prac- 
tice in Chattanooga, Mr. ALPER served on 
the legal staff of the public utilities divi- 
sion of the Securities and Exchange Com- 
mission from 1939 to 1950, interrupted by 
military leave during the war years. 


* * * Ox 


uGH A. STEWART, whose article on 
the oil and gas division of the In- 
terior Department begins on page 507, is 


JEROME M. ALPER 


H. A. STEWART 


a native of Aspen, Colorado, and a grad- 
uate of the Colorado School of Mines 
(712). He joined the Texas Production 
Company as a geologist in 1923 and was 
Rocky Mountain division manager of this 
subsidiary of the Texas Company’s pro- 
duction department from 1936 through 
1948. He was named director of the oil 
and gas division by former Secretary of 
Interior Krug in 1949. Following the in- 
terim of the Korean war and the Petro- 
leum Administration for Defense, he was 
made acting director of the division, suc- 
ceeding the late Max W. Ball. 


* * * x 


HE article on fair rettrn, which be- 

gins on page 500, comes to us from 
MILForD SPRINGER, general counsel of 
the Southern Counties Gas Company of 
California, who will be recalled for his 
work as trial and appellate counsel for the 
Federal Power Commission in the cele- 
brated Hope Natural Gas Case. Mr. 
SPRINGER is a graduate of Stanford Uni- 
versity and has specialized for seventeen 
years in public utility law. He is the author 
of a book on public utility rate of return. 
He was decorated for distinguished service 
in World War II. He was the winner of 
the Pacific Coast Gas Association Gold 
Medal in 1951. 


THE next number of this magazine will 
be out October 28th. 


A, Gali 
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NOW... 
Cashiering and 
Bookkeeping 
in one unit... 





a great 
space-saving, 
public relations 


s Customer Service Counter is a complete work- 

station for all cashiering and bookkeeping 

rations. It provides the highest degree of effi- 

cy, in the smallest amount of space. 

he customer has ideal counter height for making 

checks and applications. There’s even a con- 

ous parcel shelf, encouraging customers to step 

le so that the next in line may be served. 

he clerk always faces the customer...wastes no 

P walking from bookkeeping desk to counter and 

. Customers are served more promptly, efficient- 
d courteously. The “extra” desk is eliminated. 

ith complete facilities within arm’s reach, the 
wor'<s seated comfortably at her desk, ending 

usual “standing” counter cashiering, with the 

ue arid errors which are bound to result. 
larg: offices, two or more units may be joined, 

iding any desired number of work stations. 

ty, ©’ in combination, these sections have the 

appe :rance of custom-made counters, but pro- 
the adaptability that custom-made counters See for yourself the many advantages of the 
ot h.pe to match. Each unit can house record Sectional Customer Service Counter. Send for our 

of any size. Most important, desk-height, free booklet on the subject, SC764. You'll find it 

ed fire-insulated units are available to protect interesting and informative. Just write to Remington 
er-stored vital records, 24 hours a day, at their Rand, Room 2060, 315 Fourth Avenue, New York 
-Of-tise. 10, N. Y., and ask for SC764. 


FP, y PROFIT-BUILDING IDEAS FOR BUSINESS 
ROOM 2060, 315 FOURTH AVENUE, NEW YORK 10, N. Y. 





Coming IN THE NEXT ISSUE 


* 


THE ADMINISTRATION'S PUBLIC POWER POLICY 


On October 24th President Eisenhower is expected to participate in ceremonies hon- 
oring the seventy-fifth or Diamond Jubilee anniversary of the discovery of the electric 
light by the late Thomas A. Edison. During the three-fourths of a century since that dis- 
covery, a great public service has been developed to a point unequaled in quality and 
quantity anywhere in the world. And now the present administration, more recently has 
wrought changes in the politico-economic relations of the federal government with the 
electric power industry, which are also important to the continuation of a strong and 
growing electric power supply for America. Francis X. Welch, editor of this publication, 
analyzes the changes which have taken place at the top policy-making level in Washing- 
ton, epitomized by the President's recent statement on public power policy at the dedi- 
cation of McNary dam. 


UTILITY REGULATORY CLIMATE IN FLORIDA 


Public utilities in Florida must spend nearly $500,000,000, during the next five years, 
to keep pace with Florida's growth and the ever-increasing demands for public utility 
services. Such phenominal growth raises an important question. Is the regulatory cli- 
mate in Florida conducive to the successful financing of such an expansion program, 
Lewis W. Petteway, general counsel of the Florida Railroad and Public Utilities Com- 
mission, gives us a clear-cut description of the present regulatory setup in the great 
peninsula state, and how the public utility industries there are reacting to it. 


THE REGULATION OF LIGHT 


It is fitting in the honoring of the Diamond Jubilee of the electric light to review the 
history of light from the earliest record of mankind. A. Bryan Marvin, of the press 
relations and public information staff of Consolidated Edison Company of New York, 
Inc., goes all the way back to the pre-Christian era of the Egyptians and Assyrians to 
trace the progress made for providing mankind with light as an organized public serv- 
ice, from the flickering candle to the theoretical 100 per cent conversion into ‘white 
light,"' which remains for the future to see accomplished. 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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CCaoukble CErke 


“There never was in the world two opinions alike.” 
—MONTAIGNE 





HERBERT HooveR “When the federal bureaucracy begins in any field, 
Former President of the it never seems to end. We are struggling now to cut 
United States. down the size of this bureaucracy, and this effort won’t 
be helped by a greater federal participation in the 

schools.” 


ss 


Excerpt from New England Letter, “There is no such thing as absolute security, and any 
published by The First National workable security must be linked with risk taking. In 
Bank of Boston. other words, to shy away from risk is to take the great- 
est gamble of all, as it means not only the loss of security 
but of freedom as well.” 
© 


Epwarp T. T. WILLIAMS “When any top administrator, by conduct and ex- 
President, The Lambert Company. ample, by his dealings with his associates and subordi- 
nates and the people in his community, indicates that 
he understands the true economic, moral, social, and 
civic relationships and values which integrate our people 
into a free nation, he is helping himself, his company, 

and America.” 

- 


* ARTHUR H. Motley “The farmer, the laborer, the businessman, and the 
President, Parade Publication, Inc. politician constantly fill the press and all other channels 
of communication with their fears for the future—a 
future which the fainthearted or ill-informed believe 
will see inevitable increascs in controls, subsidies, and 
planning by government, trade associations, labor unions, 

and farm organizations.” 

© 


CiiFForD F. Hoop “As leaders destined to have a part in this dynamic 
President, United States Steel era, we are confronted with greater responsibilities than 
Corporation. many of us may have comprehended. None of us is 

exempt from the necessity and duty to marshal his 

talents, his ability, and his energy in supporting jointly 

and individually through eternal vigilance the supremacy 

of our economy and our freedom and our way of life.” 


> 


WILLIAM JACKMAN “There are many government-owned businesses—all 
President, Investors League, Inc. the way from the sprawling Tennessee Valley Authority 
to the state-owned liquor monopolies, the city-owned 
transportation lines—and none of them pay federal in- 
come tax on their earnings. Think of it; one billion or 
more dollars oi new revenue that would result from 
taxing profit-making enterprises now exempt from tax- 
ation.” 





> 


EDITORIAL STATEMENT “Tt is profits—for the corporation and for the indi- 

Journal of Commerce. vidual—that make our economic system tick. Under- 
mine them to the point that incentive to produce or to 
expand no longer exists, and a head start is made on 
the road toward a planned economy. Do away with 
them—and the planned economy is here and with it the 
crucial choice between continued inflation or permanent 
stagnation.” 
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REMARKABLE REMARKS—( Continued) 







Remick McDoweEL.i “Science has developed many kinds of barometers. 
Vice president in charge of But there is one type that is of prime interest to the 
public relations and finance, The gas industry or any other public service industry. It 





Peoples Gas Light and Coke walks and talks. It is readily available. It is the public— 
Company. your customers are your barometer of success. There 
is a definite need for heeding this barometer.” 


» 


DonaLpD R. RICHBERG “The fundamental philosophy openly expounded by 
Attorney. the mest influential and powerful leaders is that organ- 

ized labor should have a monopoly control of all em- 

ployments. They assert there should be no competition 

between individual workers, nor between unions. This 

doctrine is simply the ‘dictatorship of the proletariat’ 

and the objectives of Marxian socialism thinly disguised 

as an evolutionary instead of a revolutionary program.” 


> 


M. S. RUKEYSER “The best public relations for a well-conducted cor- 
Columnist, New York Journal- poration consists of unvarnished truth telling, as veri- 
American. fied in independently audited income accounts and bal- 
ance sheets. My thought as expressed as far back as 
1938 is that Marxians, New Dealers, and mixed econ- 
omy advocates have so warped public impressions of the 
modern corporation that it is not necessary to gild the 
lily, but merely to disseminate an understanding cf the 
realities.” 





































* 


WILLIS GALE “Tn any utility rate case two words always are heard 
Chairman of the board, more often than any others. These two words are well 
Commonwealth Edison Company. known to all persons concerned with rates and rate mak- 
ing. They are ‘just’ and ‘reasonable.’ These two words 
mean different things to different people. To stockhold- 
ers, they mean higher dividends. To customers, they 
mean lower bills. To employees, they mean higher 
wages. To regulatory authorities, they mean something 
in between that will give a measure of satisfaction to 

all parties concerned.” 


. 


Dun ap D. SMALLEY “Already, the proponents of public ownership are giv- 
President, Pacific Coast ing plain indications of the battle they intend to wage 
Electrical Association. against what they call monopolies and selfish private 
interests. It is up to us to prove that—in the public util- 
ities field at least—what some call monopolies are, in- 
stead, public service organizations . . . and what they 
call ‘selfish private interests’ are, actually, efficiently man- 
aged and efficiently operated business organizations 
which have contributed more to the American way of 
life than all the bureaucrats who have tramped through 
the public troughs since the Constitutional Convention.” 


¥ 





“e 


Rospert L. MINCKLER . . . you can measure the standard of living in any 
President, General Petroleum country by the use of mechanical energy in that coun- 
Corporation. try. In the United States, we use per capita twice as 

many kilowatt-hours of energy as the people of western 
Europe ; eight times as much as in eastern and southern 
Europe; forty times as much as in China. It is this 
differential in the use of energy, for example, that makes 
it possible in this country, where only 10 per cent of our 
labor force is engaged in agriculture, to produce more 
food and fiber than we can use. Contrast this with 
Asia, where about 70 per cent of the workers must be 
employed on farms in order to inadequately feed and 
clothe their people.” 
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65 Broadway, New York 6 
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Today...corn stubble 
Tomorrow ...power for America... 


FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 
to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings and act as your agent 
in purchasing construction supplies and materials. . . 
Pioneer offers complete valuation, depreciation and 
pleweora New Horizons \ rate services . . ..it will supply stock transfer and 
dividend distribution services . . . Our consulting staff 
pOUT Sp ecialty... provides experienced advice on company management, 
corporate finance, accounting and taxation matters. . 
well-rounded schedule to relieve your overload periods 


For complete information on Pioneer’s services, 
write for our factual booklet, ‘‘ Pioneering 
New Horizons’’, yours for the asking. 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 





Model 543 pneumatic tired Bucket Loader. 
Easily converted for coal or snow. 
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LOAD the cheapest way. 
LOAD trom stock pile, bank, or windrcew. 
LOAD and screen in one operation. 
LOAD ana strip topsoil in one operation. 
Mo Jel 82-A crawler mounted Bucket 
ae bo ntonesorany pase “es LOAD with the most advanced engineering 
' ” : developments in the loading field. 


Let us show you how a Barber-Greene Loader can reduce your costs. 


Barber-Greene 


AURORA, ILLINOIS, U.S.A. 


descriptive literature... sound OH) } movies 


studies...nearby job inspection... plant layouts 








The Western Precipitation (WP Un 


...uts advantages to 


PUBLIC UTILITIES 


a as most public utility power 
generating plants are located in or adjacent to metro- 
politan areas, the control and recovery of fly ash 
from stack gases is a particularly important problem. 
To assist power plants in solving this problem West- 
ern Precipitation pioneered, almost a half century 
ago, the first commercial application of the now- 
famous Cottrell Electrical Precipitator—and this type 
of equipment is still universally recognized as out- 
standing in its field. 


Some years later, Western Precipitation also 
pioneered the first small tube mechanical recovery 
equipment—the Multiclone Collector—to provide high 
recovery efficiency at low installation cost. 


And as a result of these years of firsthand 
experience in both electrical and mechanical recov- 
ery methods, Western Precipitation subsequently in- 
troduced the CMP unit—fly ash recovery equipment 
that combines in one integrated unit the advantages 
of both electrical and mechanical recovery principles. 


© The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 
© Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 


Write for full details on Western DESIGNERS AND 
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RESULT—by using a Multiclone section to 
move all but the finest particles, the bul 
the recovery operation is performed 
relatively low-cost equipment. And usin 
Cottrell for final clean-up insures unusu 
high recovery efficiency—approaching t 
retically perfect, if desired. Thus, very hi 
recovery efficiency is obtained at low insta 
cost. 

With CMP equipment, even small 
ity companies can afford adequate fly ash 
covery installations. But, large or small, 
vital factor in making an efficient CMP 
stallation is obtaining the proper balance 
tween the mechanical and electrical secti 
to fit the particular requirements of each 
dividual application. 

This requires actual field experien 
and no other organization can equal West 
Precipitation’s years of first-hand experie 
in both mechanical and electrical recov 
methods... your assurance of maximum 
isfaction when you bring your fly asi: p 
lems to this long-established organizat‘on. 


Western Precipitation Corporat! 


MANUFACTURERS OF EQUIPMENT F 
COLLECTION. OF SUSPENDED MATERIALS FROM GASES & L1Qu 


Precipitation CMP equipment—or 
contact our office nearest you. 





Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFOR 
Chrysler Bldg., New York 17 e 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. N.E., At 
Hobart Bidg., San Francisco 4 e Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Mom 
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MINNEAPOLIS GAS COMPANY 











And he thought carrie 





He always knew carrier 
could save him money. 


But wouldn't it be too 





complicated for his men 


to install and maintain? 





































ewould be complicated! 


——- 


H e has just installed his first Lenkurt 


carrier. Now he knows how easy it 





W@Eto enjoy carrier’s economies! 













Like many other communications men, he 
d been putting off buying carrier—simply 
ause it was unfamiliar ‘‘electronic’’ equip- 
mt. Then he heard about our ‘‘Follow- 
” Engineering Service, and asked us for 
ailed recommendations. Following these 
ommendations, he selected a short-haul 


pe 33A System. 


Rack-assembled and system-tested, his 
ipment was ready for installation on de- 
pry. His men simply followed complete, 
arly illustrated, easy-to-understand 
Be ruct ions. After uncrating the carrier rack, 
. y bo!ted it to the floor—hooked up line, 
\ alice termination, power, and ground con- 


mations —and cut it in. Installation was sim- 


OMATIC ELECTRIC—LEADERS IN CARRIER COMMUNICATION —LENKURT 


ple as that! And similarly simple instructions 
will make it easy for his men to keep Lenkurt 


carrier in regular service. 


Service as long as you want it! 
Each step of the way—at installation or at 
any time during the life of the equipment— 
we stand ready to assure that your Lenkurt 
System will work right! You can expect—and 
you will get—years of completely satisfactory 
operation from Type 33A Carrier with no 


more than routine maintenance. 


Why not write now and learn the easy 
way—the Lenkurt way—to real savings 


through carrier? 





Sp ELECTRIC 
AUTOMATIC RY. a 


® 
Makers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributor in U.S. and Possessions: 
Automatic. Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 185 Bartley Drive, Toronto 16, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 
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round-the-clock 
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convenience 









for your 













customers 


Came 
DROPOSITOR 


boosts collectio 
builds business 
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A Cramer DROPOSITORY keeps you open 
your customers day and night, weekends and h 

days. It accepts payment any time. It “hands” them 
envelope for their payment. Then the DROPOSITO 
accepts the envelope and carries it into a§ 

or vault. It’s a convenience that customers appreciat 
because it makes prompt payments e 

















SAFE! The impregnable construction and “non-fishable” 
features of the DROPOSITORY insure complete security 
of your customers’ payments. The design is rugged, yet 
simple, and all parts are interchangeable. 








Free Booklet. Write for our booklet describing the simple 
installation of DROPOSITORY. 







2 THOROUGHLY PROVED. Some of tie cov} 
CZ biggest utilities tried a DROPOSITORY in 
main offices, then ordered others for 
their branches! 











P.O. 





BOX 213 © KANSAS CITY 41, MISSOURI 
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The new Statler Hotel in Los Angeles 


—headquarters of the 1955 Convention of the American Gas Association 
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And next year in 1955... 


Los Angeles 
welcomes you to the 
A.G.A. Convention! 


SOUTHERN CALIFORNIA GAS COMPANY 
SOUTHERN COUNTIES GAS COMPANY 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 















SPRAGUE NO. 1A METER 




















The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 















THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, [OWA ®© HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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stice GROWING! 








Business milestones . . . like birthdays . . . sometimes pass unnoticed. Our ninth birthday just passed, and 
that gave us a chance to see what we have accomplished since July, 1945: 


@ Operating revenues have increased 232% since that time. 
@ Gas customers have increased 53%. 


order to better serve our more than 92,500 natural gas customers, we are constantly improving our 
“rvice facilities. We consider each and every one of our valued employees a vital link between the com- 
pany and our customers. We appreciate the fine cooperation we have received from these employees. 


© those attending the 36th annual convention of the American Gas Association in Atlantic City, we extend 
ov hearty welcome. We are proud to be a part of AGA and to participate in the growth of the GAS industry. 


We keep telling our customers . . . 


Ms Better... ts GAP (\ 
IDANA GAS & WATER COMPANY, INC. 











SHE 

WON’T TAKE NO 
FOR AN 
ANSWER 


When the American housewife wants more 
electric power, she won’t take no for an 
answer. Neither will industry in producing 
more and better products for every need. 


That’s why America’s power companies, 
today doing the tremendous job of suppl 
an all-time peak demand, are at the same 
planning .. . and building . . . for the still 
greater capacity that will be needed tomof 


Many utility companies have found that 
Ebasco can help them determine whether 
additional facilities are needed—where, wi 
and when to build. Ebasco’s specialized 
services to the electric power industry 
encompass every aspect of expansion—fro 
studies of present and potential markets, 
long-range system planning, financing —ri 
up through the actual design and constru 
of any type of new plant or station. 


In its half-century of service to business 3 
industry, Ebasco has served more than 14 
electric companies covering every phase ol 
operations. Our booklet, ‘‘The Inside Sto 
Outside Help,” blueprints the value of thi 


Inc., Dept. W, Two Rector 
Street, New York 6, N. Y. 


NEW YORK + CHICAGO + DALLAS - WASHINGTO", D.{ 


Appraisal - Budget - Business Studies 

Consulting Engineering - Design & Construction - 
Industrial Relations - Inspection & Expediting j 
Insurance, Pensions & Safety - Purchasing - Rates & Pricl 
Research - Sales & Public Relations - Space Plannin 
Systems & Methods - Tax - Traffic - Washington Office 


Fir-ancial 








CLEVELAND f CHICAGO 
"Oo PITTSBURGH TO ATLANTA 


_ 60+ e \ 81.35. 


bee 


{ NEW YORK 
| TO BOSTON 


198 


SEATTLE 
' TO HOUSTON 


52.20 


Distance Rates Are Low. These are the daytime Station-to-Station rates for the first three minutes. They do not include the federal excise tax. 
Long Distance rates are even lower after 6 o'clock every night and all day Sunday. 


Long Distance quickly puts you in touch with just about 
anyone, anywhere. 


Every move It eliminates “hit-or-miss” sales trips by arranging ap- 


pointments in advance. Helps you keep in regular touch with 
out-of-town customers. Clears up questions and complaints. 


A? 
, Ou make by Simplifies buying. Speeds deliveries. 


And because telephone contacts are friendly and personal, 


they help create a feeling of good will at both ends of the line. 
NG DISTAN [ To get more things done, more quickly, reach for the 

telephone. 

Long Distance Doesn’t Cost—It Pays 


SaUeS time We have some specific suggestions for the profitable use of Long 


Distance in Sales, Purchasing, Administration, Traffic, Produc- 


} ion, incering and A ting. A call to your Bell Tcleph 
Cr money tion, Engincering and Accounting. A call to your Bell 1 clephone 


Business Office will bring a representative to discuss them with you. 


BELL TELEPHONE SYSTEM 





Trip saver... 
Time saver... 


An INTERNATIONAL Truck with Service- Utility 
body is one of the best ways ever figured out for 
reducing job installation and service call costs. 


Take a look at the truck, first of all. It is built 
with the stamina that has made INTERNATIONALS 
famous for extra long life, extra-low maintenance. 
It has an INTERNATIONAL-built Silver Diamond en- 
gine—an all-truck engine of modern, low friction 
valve-in-head design, with every feature for utmost 
operating economy. It gives you a roomy, driver- 
designed Comfo-Vision cab—easy riding and han- 
dling—time-saving maneuverability —round-the- 
clock dependability. 


Nine models with Service-Utility bodies. 77-inch body lengths fo 
115-inch wheelbase models, 89 and 96-inch lengths for 127 and 134 
inch wheelbase models respectively. GVW ratings, 4,200 to 8,600 Ibs 


Now look at the Service-Utility body. It is de; 
signed to save you trips and time. It has locking, 
all-steel compartments of various sizes that let you 
take all needed parts, tools, and equipment to the 
job on the first call. No more job-to-shop trips fo 
forgotten items! No more wasted labor time! And 
it’s available with pipe supports, vise bracket, and 
ladder rack to give you complete equipment fer all 
kinds of work. 

Let your INTERNATIONAL Dealer or Branch show 
you why this extra-efficient workshop truck is you 
all-around best bet for saving trips, time, and 
money. Time payments arranged, of course. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


International Harvester Builds McCormick® Farm Equipment and FARMALL® Tractors...Motor Trucks...Industrial Power...Refrigerators andF 


THLUUL 


Better roads mean a better A 


TRUCK: 


“Standard of the Highwo| 











a Standing tall against the horizon, these 
i ii Southwestern skyscrapers symbolize the 


ig FRY 1 iti ni pi contributions of the natura! gas industry to 


law No the ease and comfort of modern living. 


After a quarter of a century of public 
service in the Southwest, Southern Union” 
Gas Company today supplies natural gas to - 
more than 250,000 customers .. . domestic, 
commercial and.industrial ... or a popula- 
tion of approximately one million . . . in 62 - 
towns and cities in Texas, New Mexico, : 


yaad 13 3 : a5 AN Colorado and Arizona. Serving an area now — 
wages § ; =e ie ~ on the threshold of its greatest development, 
<5 Southern Union has grown with the South- — 

is de west...and has helped the Southwest to — 
ycking. grow...by providing dependable, con- 
let vou venient, economical natural gas service. 

to the 
‘ips for 

e! And 

et, and 

for all 

h show 
is you Monro : 


e, and HELPING BUILD io GREAT. .SOUTHWEST 
. ; Uv 


C. H. ZACHRY, President ~ Headquarters: DALLAS, TEXAS 
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Twofold Benefits From The 


Analysts Journa 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


[] Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


(] Please send me your advertising brochure. 

















This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 lbs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


e is one of the largest high head butterfly valves ever built, 
ergoing a shop test at Newport News. If you had an 

brtun'ty to follow this unit from start to finish, you would see 
han’ how Newport News produces massive equipment 


bomically. For economy is a basic advantage that results from NEWPORT 


por: News’ high integration of skill and production facilities. 


NEWS 


Arge engineering and technical staffs, operating a plant 
pris:ig acres of brass, iron and steel foundries, five huge 
ine shops and other extensive fabricating facilities, have made SHIPBUILDING AND 
port News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 
. valves, gates, penstocks and other essential equipment... Newport News, Virginia 

stasdard and special in design. 





tus bid on your equipment. Write us today for your copy of 
ter Power Equipment.” 





are Yesterday’s Children 


YES, you are yesterday’s children. You . . . the banker, the lawyer, the 





utility executive, the engineer, the purchasing agent, and so on! Yes- 
terday, it was baseball or football. Today, it’s business...and business 
is good... or bad... because of your planning and decisions. 

Ame 


Eng 


Many utilities today are enjoying the fruits of wise planning and direction, 
“i nua 


planning which foresaw today’s volume and requirements. That many of 
you chose Moloney equipment in preparing for this peak, is a tribute to 
your foresight and to our integrity in producing only the best and most 


dependable equipment...to help you give better service...at all times. 


MES2-13 


MOLONEY ELECTRIC COMPANY 


SALES OFFICES IN ALL PRINCIPAL CITIES e FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CANADA 
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Thursday—14 


Pennsylvama Electric Asso- 

ciation, Relay Committee, 

begins fall meeting, Hagers- 
town, Md. 


Friday—15 


West Virginia Oil and Nat- 

ural Gas Association begins 

meeting, Jackson’s Mill, W. 
Va. 


Saturday—16 


National Metal Exposition 
will be held, Chicago, Ill. 
Nov, 1-5. Advance notice. 











Monday—18 
National Safety Congress— 


Exposition open, Chicago, 
Til. 


Kea 


Tuesday—19 


North Carolina Telephone 
Association ends 2-day an- 
nual convention, Pinehurst, 


Na Gs 


Wednesday—20 


Kentucky Broadcasters As- 

sociation begins fall meet- 

ing, Cumberland Falls Park, 
Ky. 


Sunday—17 


American Water Works 

Association, Southwest Sec- 

tion, begins meeting, El 
Paso, Tex. 








Friday—22 


American Society of Civil 

Engineers ends 5-day an- 

nual convention, New York, 
N.Y. 


Saturday—23 


American Petroleum Insti- 

tute wiil hold meeting, Chi- 

cago, Ill. Nov. 8-11. Aad- 
vance notice. 


Sunday—24 


American Water Works 
Association, Alabama-M1s- 
sissippi Section, begins 
meeting, Birmingham, Ala. 


Thursday—21 


Oklahoma Utilities Associa- 
tion, Electric Light and 
Power Division, begins 
western district meeting, 
Duncan, Okla. 





Monday—25 


American Dietetic Associa- 
tion begins mecting, Phila- 
delphia, Pa, 





Cuesday—26 


Sout: Carolina Telephone 

Association ends 2-day an- 

nual convention, Myrtle 
Beach, S. C. 











Wednesday—27 


American Water Works 

Association, Chesapeake 

Section, begins annual meet- 
ing, Baltimore, Md. 





Thursday—28 


New England Gas Associa- 

tion, Accounting Division, 

begins meeting, Berlin, 
Conn. 








Friday—29 


National Association - of 
Railroad and Utilities Com- 
missioners will hold an- 
nual convention, Chicago, 
Til. Nov. 8-12. Advance 
notice. 
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Eastern Transmission Corporation 


ee %, 
Courtesy, Texas 


Machine-customed Overcoat for a Pipeline 
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The Gas Industry Puts Accent 


On Action 


A comprehensive report of the year’s progress towards the gas in- 

dustry’s objectives. The success of the Gas Industry Development 

Program and the united industry's efforts to improve community 

and public relations are the leading features. Deeds, not words, are 
getting first prizes in the industry these days. 


By E. H. EACKER* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


INETEEN FIFTY-FOUR has been a 

year of action for the gas industry. 

Plans and programs that have been 

in the formative stage for months past 

have generated into active realities. Sig- 

nificant advances have been made on sev- 

eral fronts. Progress has been recorded in 

research and product development as well 

as in the establishment of new records in 
customers, sales, and revenues. 

*Also president of Boston Consolidated Gas Com- 


pany. For additional personal note, see “Pages with 
the Editors.” 


More than a year ago, the American 
Gas Association and its sister organiza- 
tion, the Gas Appliance Manufacturers 
Association, united in a co-operative ef- 
fort to enhance the gas industry’s leader- 
ship in our domestic, industrial, and com- 
mercial markets. Frank C. Smith, presi- 
dent, Houston Natural Gas Corporation, 
and my predecessor as president of AGA, 
described the Gas Industry Development 
Program on these pages a year ago. He 
was eminently qualified to bring you that 
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description, because he was one of the 
major spark plugs responsible for the suc- 
cess of the action program.” 

The primary objectives of that plan 
either have been or now are being achieved. 
The broadening and improvement of gas 
industry sales and marketing techniques 
are fast becoming established practice 
facts. Accelerated programs of research 
and product development are bearing fruit 
plentifully. Measures for improving safety 
and service for the public have been taken. 
The entire gas industry is working hard at 
improving community and public rela- 
tions. 

The ten action demonstration cities 
selected as representative communities 
typical of all gas utility market conditions, 
staged intensive campaigns demonstrating 
all of the principles of the program. Other 
cities across the continent simultaneously 
launched action programs. Results of these 
campaigns have been analyzed and recom- 
mendations are being carried out to cor- 
rect all marketing shortcomings. Cities 
have reported significant gains in sales of 
modern gas appliances as a result of the 
application of principles embodied in the 
Gas Industry Development Program. 

Preferences for competitive appliances 
were closely analyzed. Many such prefer- 
ences were due to misunderstanding or 
complete lack of understanding of the 
merits of gas and gas appliances. Adver- 
tising and promotional campaigns are be- 
ing directed specifically to correct such 
misconceptions. 


NTENSIVE efforts are being made by both 
trade associations, by the individual 





1“The Gas Industry Is a United Industry,” by 
Frank C. Smith, Pustitc Utivities FortNicHTLy, 
November 5, 1953, page 669. 
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utility companies and appliance manufac- 
turers to upgrade appliances and improve 
services. These efforts have been rewarded 
by the development of new range prin- 
ciples that increase the modernity and ef- 
ficiency of gas ranges. New burners, broil- 
ers, ovens, and pilots will be featured in 
tomorrow’s automatic gas ranges. Top- 
burner timers, pot watchers, oven controls, 
radiamatic broilers and ranges—these are 
developments being incorporated in the 
great new gas ranges to be offered to 
American housewives in the near future. 
Gas air conditioning has been competent- 
ly researched. It is hoped that new prin- 
ciples in this field will greatly simplify 
construction, installation, and servicing of 
this important all-year service of gas. 


F= nearly thirty years, the gas industry 
has operated as a self-regulating in- 
dustry in establishing and maintaining 
high standards for safety, durability, and 
efficiency for the gas appliances sold to 
gas utility consumers. At the American 
Gas Association Laboratories in Cleveland 
and Los Angeles, more than 5,000 dif- 
ferent models of gas appliances are sub- 
jected to rigorous tests each year to make 
sure that they meet the requirements that 
have become American standards. The ap- 
proval requirements committee of AGA 
has been active during the past year, as in 
other years, in revising and tightening re- 
quirements, working to upgrade ap- 
pliances and render them even more safe, 
durable, and efficient. 

New codes have been initiated and 
adopted by many municipal and state gov- 
ernments requiring safe and dependable 
installation of gas appliances under 
penalty of civil law. A subcommittee of 
AGA has just completed formulating a 
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THE GAS INDUSTRY PUTS ACCENT ON ACTION 








Gas Industry Investment 


My el year, the gas utilities spent $1.35 
billion for new construction and 
expansion of present plant. This was the 
second largest construction budget in the 
history of the gas industry. New construc- 
tion and expansion expenditures are esti- 
mated at about $1.2 billion in 1954. Dur- 
ing the four years 1954-57, the gas utility 
and pipeline companies will spend an esti- 
mated $3.9 billion on proposed construc- 
tion programs. About 90 per cent of the 
proposed expenditures, or a total of $3.6 
billion, will be devoted to expansion of the 
nation’s natural gas systems.” 











revised code for pressure piping, par- 
ticularly for gas transmission and dis- 
tribution piping, that will further increase 
consumer confidence in the safety of 
natural gas pipelines. 


Tc of our associated groups, the Gas 

Appliance Manufacturers Association 
and the Independent Natural Gas Associa- 
tion, have been actively engaged in public 
and industry public relations programs for 
some time. Now the American Gas As- 
sociation has joined this movement, direct- 
ing its efforts at the local level and cover- 
ing all phases not included in the other 
campaigns. 

All of these efforts are producing 
tangible results. The gas utility companies 
are adding new customers at the rate of 
800,000 or more per year. Preliminary 
surveys indicate that another high level 
in volume of gas sold and in revenues from 


471 





the sale of gas will be reached in 1954. 
Surveys show that about 1,200,000 new 
gas house-heating customers will be added 
to utility lines in each of the next two 
years. At the end of 1954, more than 13,- 
000,000 homes will be using gas for space 
heating. This represents better than 50 per 
cent of all residential gas customers. In the 
new single family homes built in 1953 
where natural gas service was available, 
about 97 per cent of such homes used gas 
for one or more of the domestic services. 

Natural gas lines extended further in- 
to new territories this year. More gas is 
going into New England, and Vermont 
now is the only state on the eastern sea- 
board still operating entirely with manu- 
factured gas. The Federal Power Com- 
mission has authorized bringing natural 
gas to the Pacific Northwest and it is ex- 
pected that before the end of 1955, this 
last frontier will be crossed. Then every 
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important geographic region of the United 
States will have natural gas service. 


— year, the gas utilities spent $1.35 
billion for new construction and ex- 
pansion of present plant. This was the sec- 
ond largest construction budget in the his- 
tory of the gas industry. New construction 
and expansion expenditures are estimated 
at about $1.2 billion in 1954. During the 
four years 1954-57, the gas utility and 
pipeline companies will spend an estimated 
$3.9 billion on proposed construction pro- 
grams. About 90 per cent of the proposed 
expenditures, or a total of $3.6 billion, 
will be devoted to expansion of the nation’s 
natural gas systems. 

Sources of supply for the service of 
these new customers and expanded sys- 
tems remain more than adequate. The 
committee on natural gas reserves of AGA 
estimates that at the beginning of 1954, 
proved recoverable reserves of natural gas 
in the United States were 211.4 trillion 
cubic feet, an increase of 11.7 trillion cubic 
feet over reserves of 199.7 trillion cubic 
feet a year earlier. This important gain in 
reserves was achieved despite a record 
production of 9.2 trillion cubic feet of 
natural gas used in 1953. These estimates, 
made by the country’s leading experts, are 
very conservative and cover only the 
known, proved fields of the United States. 

During 1954 the member companies of 
AGA have contributed more than $2,000,- 
000 for the gas industry’s co-ordinated 
program of promotion, advertising, and 
research. The purpose of the PAR Plan, 
as it is called in the industry, is to under- 
take for gas utilities and pipelines the ac- 
tivities in these fields, that can only be done 
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or can be best done at the national level. 

Under the current program approxi- 
mately $1,190,000 will be spent on pro- 
motion and advertising and about $750,- 
000 will be devoted to domestic gas re- 
search, gas operations research, and tech- 
nical research. An additional sum of 
$230,000 has been subscribed for gas pipe- 
line research. These will be the largest 
contributions and expenditures in the 9- 
year history of the PAR Plan. 


HIs issue of Pusiic UTILITIES Fort- 

NIGHTLY was planned to salute the 
thirty-sixth annual convention of the 
American Gas Association, being held at 
Atlantic City this month. The 3-day meet- 
ing, attended by more than 5,000 repre- 
sentatives of the gas industry from all 
parts of the United States and Canada, is 
a source of both information and inspira- 
tion to the entire industry. There, through 
the medium of the open forum, our in- 
dustry is reviewed, analyzed, and pro- 
jected. 

Many problems are being aired and con- 
siderable progress is being reported. It can 
be truthfully reported that the progress 
outstripped the problems in most instances. 
It is not a convention to foster complacency 
—yet no sense of pessimism can be de- 
tected. Delegates will return to their com- 
panies. with a better understanding of 
some of the obstacles our industry still has 
to surmount—but also with the knowledge 
that such obstacles can and will be over- 
come. 

The gas industry is ready to follow the 
advice of one of the speakers at the con- 
vention and to be competition, instead of 
just meeting it. 





OCTOBER 14, 1954 





Se ene ret secrete serene 





















































[Is 


*3] 


























~“e p 
UJ 
Be 
: Vayprs 


» V 


4 


The Phillips Case Decision and 
The Public Interest 


The recent Supreme Court decision in the Phillips Case 

poses serious questions as to its effect on the availability 

of future gas supplies, on the effectiveness of state con- 

servation activities, and on the economic health of the 
oil and gas industry and of the nation. 


By tHE HONORABLE LYNDON B. JOHNSON* 
U. S. SENATOR FROM TEXAS 


HE basic proposition enunciated by 

the U. S. Supreme Court decision 

of last June 7th in the Phillips 
Petroleum Company Case is as clear as it 
is shocking and as alarming as it is far- 
reaching. 

This proposition is that the Federal 
Power Commission has authority, under 
the Natural Gas Act, “over the rates of 
all wholesalers of natural gas in interstate 
commerce, whether by a pipeline company 
or not, and whether occurring before, dur- 
ing, or after transmission by an interstate 
pipeline company.” 

In other words, gas flowing into inter- 
state commerce may have its price to the 


*For additional personal note, see “Pages with 
the Editors.” 





producer, as well as its price to the inter- 
state pipeline and its price to the wholesale 
distributor buying from the pipeline, regu- 
lated by the FPC. 

The decision regards any producer sell- 
ing to a company transmitting gas in in- 
terstate commerce as “a natural gas com- 
pany” as defined in the Natural Gas Act 
—and, as such, subject to all the powers 
the commission holds over such com- 
panies. This means simply that every pro- 
ducer of natural gas who sells his gas to 
an interstate transporter for resale is 
declared to be a public utility. 

The 5-to-3 decision of the Supreme 
Court in the Phillips Case overruled all 
the legislative history of the Natural Gas 
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Act. It turned upside down the conditions 
under which some thousands of natural 
gas producers have been operating in good 
faith for a number of years. 

The majority decision flies in the face 
of congressional intent and of past court 
decisions. 

There can be no doubt that Congress 
never intended the federal regulation of 
natural gas at the wellhead. The debates 
on the subject can be searched in vain for 
any contrary indication. 


ere effects of the Supreme Court de- 

cision are clearly contrary to the in- 
tent of Congress in view of the legislative 
history of the Natural Gas Act itselfi— 
and particularly in view of the enactment 
of the Kerr Bill by Congress in 1950. This 
bill, it will be recalled, was not designed 
to make new law but was passed by Con- 
gress for the express purpose of recon- 
firming the original congressional intent 
of exempting such sales from FPC con- 
trol. By some quirk of fate or misguided 
advice, it was vetoed. 

Until the June decision of the Supreme 
Court, the principle set forth in the Kerr 
Bill had continued to be the official policy 
of the Federal Power Commission, based 
on its interpretation of the exemption pro- 
visions of the Natural Gas Act and ex- 
pressions of the Supreme Court which 
confirmed the commission’s views. In its 
opinion in the Phillips Case, the commis- 
sion stated : 


In no case in its history has this com- 
mission held that the act gives it juris- 
diction over a company solely by reason 
of its movement of gas in interstate 
commerce or sales in interstate com- 
merce for resale, where such movement 
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or sales take place in the process of pro- 
duction or gathering. 


Considering all these facts, it is difficult 
—not to say impossible—to understand 
the reasoning which led five members of 
the Supreme Court to rewrite both history 
and legislation. 

Congress is the policy-making branch 
of government. The purpose of Congress 
has been circumvented by this decision. In 
all logic, therefore, Congress may be ex- 
pected to take steps to effectuate its pur- 
pose through the enactment of corrective 
legislation called for by the existing 
situation. 


~ peed after the decision was handed 

down, I formally requested President 
Eisenhower to appoint a study commis- 
sion to make appropriate recommenda- 
tions for congressional action in this con- 
nection. It was my thought that such a 
commission should be composed of repre- 
sentatives of the industry, the FPC, ap- 
propriate state agencies, and the general 
public. 

The commission I suggested was not 
established. However, a Cabinet-level 
group has been named to give study to the 
power problem in general, and certainly 
it is to be expected that this group will 
consider the implications of the Phillips 
Case decision as it affects an exceedingly 
important source of power in the United 
States. 

In any case, we must assume that con- 
gressional action will be necessary to re- 
solve the worrisome questions raised by 
the decision. That action can and should 
be based on certain fundamental factors 
involving the public interest. 

Let us consider some of these factors. 





























Important among them is the matter of 
adequate supplies of natural gas for the 
future. This, certainly, is something which 
affects all gas consumers and is at the 
same time a vital problem for the industry. 

The gas industry is one of the fastest- 
growing industries in the United States. It 
is now the nation’s sixth largest industry. 
Since this growth has been made over a 
comparatively short period of time, the 
gas industry has been faced constantly 
with extraordinary problems of supply 
and demand. 


— gas now supplies nearly one- 

fourth of the nation’s total energy 
requirements. Between the years 1945 and 
1953, the demand for natural gas more 
than doubied. As a result, there was but a 
23-year supply of proven reserves in 1953, 
as compared with a 32-year supply in 
1946. Proven reserves have increased 
enormously—but so has the rate of with- 
drawal. 

This attests to the popularity of natural 
gas, of course. But it also highlights the 
importance to the consumer of continued 
extensive search for additional supplies of 
the fuel. The continuity of natural gas 
supply and service in the future depends 
wholly upon exploration and discovery. 

The threat of federal regulation of the 
producing end of the gas business—now 
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a reality unless Congress takes appropriate 
action at an early date—intensifies the 
problem of future supplies. 

In my considered view, probably the 
most important aspect of the Phillips Case 
decision is that it raises an immediate con- 
flict with respect to state conservation 
practices. The FPC opinion in the Phillips 
Case took cognizance of this fact by 
stating : 


In varying degrees, the evidence 
clearly shows that our regulation of 
sales made in the process of production 
and gathering would, by its very nature, 
be inconsistent or constitute a substan- 
tial interference with such regulation of 
producers and gatherers by Oklahoma, 
Texas, and New Mexico. 


Since my own state of Texas has 50 per 
cent of the nation’s estimated naturai gas 
reserves and since Texas has been a leader 
in practicing sound conservation meas- 
ures, this conflict is of particular concern 
to me. 


| pias Clark and Burton, in their dis- 
senting opinion, warned, “The Fed- 
eral Power Commission is. . . thrust into 
the regulatory domain traditionally re- 
served to the states.” 
In another section of their minority 
opinion, these two justices stated : 


overruled all the legislative history of the Natural Gas Act. It 


q “THE 5-to-3 decision of the Supreme Court in the Phillips Case 


turned upside down the conditions under which some thousands 
of natural gas producers have been operating in good faith for 
a number of years. The majority decision flies in the face of 
congressional intent and of past court decisions. There can be 
no doubt that Congress never intended the federal regulation 


of natural gas at the wellhead.” 
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The court restricts the phrase “pro- 
duction and gathering” to “the physical 
activities, facilities, and properties” 
used in production and gathering. Such 
a gloss strips the words of their sub- 
stance. If the Congress so intended (in 
the Natural Gas Act), then it left for 
state regulation only a mass of empty 
pipe, vacant processing plants, and 
thousands of hollow wells with scare- 
crow derricks, monuments to this new 
extension of federal power. 


Congress did not, of course, “so in- 
tend.” 

The legislative record—backed up by 
repeated judicial decisions—shows that it 
was the intention of the Congress to re- 
serve to the states the power to regulate 
the physical production and gathering of 
natural gas in the interest of conservation 
or of any other consideration of legitimate 
local concern. 

Still another factor affecting the public 
interest is the concept put forward in the 
Phillips Case decision of the business of 
producing gas as a public utility. 


ie is simply the plain truth that the pro- 

duction of gas cannot be regulated as a 
utility operation. The business of produc- 
ing natural gas is not marked by any of 
the characteristics of public utilities. It is 
highly competitive. It is attended by great 
risks—eight out of every nine holes drilled 
produce neither gas nor oil. It has no 
franchises to protect its area of operation. 
It has no condemnation rights. 

The facts of the matter were summed 
up effectively in an address delivered by 
Hines Baker, president of Humble Oil & 
Refining Company, at the 1953 conven- 
tion of the American Gas Association. 
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“The natural gas-producing business is 
similar to other mining ventures in the 
high risk involved,” Mr. Baker pointed 
out, “and similar to these and to agricul- 
ture and manufacturing in the prevalence 
of competition. . . . There is no more oc- 
casion to regulate the business of produc- 
ing natural gas or the price of such gas 
when sold by a producer than there is to 
regulate the price of coal or iron at the 
mine, oil or sulphur at the well, cattle or 
sheep at the ranch, the products at the 
factory. These prices are controlled by the 
forces of supply and demand through 
competition in a free market.” 

Producers have not been regulated by 
the federal government in the past—and 
the industry has made great strides in pro- 
viding consumers all over the country with 
a supply of natural gas at prices cheaper 
than those for fuels not as desirable. 
There has been no “gouging” of consum- 
ers during the time that producers’ sales 
have been free from regulation by the Fed- 
eral Power Commission. 


HE producer is the beginning of the 

natural gas industry. The adverse 
effect of the Supreme Court’s majority 
decision in the Phillips Case ultimately 
will extend to the entire industry. As to 
the nature of that effect, Justice Douglas 
pointed out in his dissenting opinion that 
it will be “profound.” Said Justice 
Douglas: 


The price at which the independent 
producer can sell his gas determines the 
price he is able or willing to pay for it 
(if he buys from other wells). The sales 
price determines his profits. And _ his 
profits and the profits of all the other 
gatherers, whose gas moves into the in- 
terstate pipelines, have profound effects 
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Insuring the National Gas Supply 


wat nw only assurance this nation can have of adequate supplies of 

natural gas in the future is to be found in the exploration efforts 
of the producing industry. Whatever else may be said about the Supreme 
Court decision in the Phillips Case, its effect certainly ts not to encourage 
intensified exploration by the independent producers. All these facts show 
the vital necessity of Congress going into this matter thoroughly during 
the session beginning next January. We must take the necessary steps to 
assure ourselves that it is Congress and not the Supreme Court that makes 

our laws.” 

















on the rate of production, the methods 
of production, the old wells that are 
continued in production, the new ones 
explored, etc. Regulating the price at 
which the independent producer can sell 
his gas regulates his business in the 
most vital way any business can be 
regulated. That regulation largely nulli- 
fies the exemption granted by Congress. 
. .. Regulation of the business of pro- 
ducing and gathering natural gas in- 
volves considerations of which we 
know little and with which we are not 
competent to deal. 


Naturally, I am interested as a Texan 
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in the economic health of this important 
Texas industry. But I am even more in- 
terested as an American—and, officially, 
as a member of the Senate Armed Serv- 
ices Committee—in keeping America 
strong. 


_ gas is a vital factor in our 
national strength. Moreover, the fact 
that about one-third of our natural gas is 
produced with oil immediately raises the 
question as to whether federal regulation 
of gas production will impinge upon the 
oil industry. 
It has been pointed out that, in apprais- 
ing any commodity in relation to our na- 
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tional security program, two considera- 
tions are paramount : 

(1) To what extent does the com- 
modity contribute to the production of 
munitions and other war materiel? 

(2) To what extent is the commodity 
necessary for the maintenance of the 
economy at a high productive level? 

As applied to the natural gas industry, 
these questions are not hard to answer. 

Natural gas is essential to our vigorous 
and expanding chemical industry, so bas- 
ically important in the defense program. 
Natural gas is necessary in modern steel 
production. The natural gas industry plays 
a significant rdle in the production and 
processing of aluminum. It supplies the 
fuel for the production of more than 80 
per cent of our copper and 95 per cent of 
our potash. There are said to be approxi- 
mately 25,000 uses for natural gas in in- 
dustry. 

As to what the natural gas industry 
does to help maintain the national econ- 
omy at a high productive level, the point 
hardly needs to be stated much less be- 
labored. In 1920, gas accounted for only 4 
per cent of the nation’s relatively low total 
energy needs. Now it accounts for ap- 
proximately 23 per cent of an enormously 
greater total. 

The requirements of these consumers 
of natural gas must continue to be met if 
our economy is to remain vigorous and 
healthy. And it is a truism that a vigorous 


PUBLIC UTILITIES FORTNIGHTLY 


and healthy economy is the foundation 
stone of our national security. 


HE only assurance this nation can 

have of adequate supplies of natural 
gas in the future is to be found in the ex- 
ploration efforts of the producing indus- 
try. Whatever else may be said about the 
Supreme Court decision in the Phillips 
Case, its effect certainly is not to en- 
courage intensified exploration by the in- 
dependent producers. 

All these facts show the vital necessity 
of Congress going into this matter thor- 
oughly during the session beginning next 
January. We must take the necessary steps 
to assure ourselves that it is Congress and 
not the Supreme Court that makes our 
laws. 

We must make certain, for the good of 
all concerned, that the gas-producing in- 
dustry is allowed to be carried on in the 
future as it has been carried on in the past. 

The proper division of authority be- 
tween the legislative and judicial branches 
of our government is involved here. The 
economic health of the vastly important 
natural gas industry is involved. The 
regulatory rights of the several states are 
involved. Above all else, from every stand- 
point, the public interest is involved. 

It is imperative that the vexatious ques- 
tions raised by the majority decision in 
the Phillips Case be settled as expedi- 
tiously as possible—and be settled right. 





74 gen industry, as primarily a human activity, is a social in- 

stitution, it is social perception, sensitivity, intuition that 
now are required. As managers, as leaders, as men matured by a 
new historical perspective and responsibilities new in history, we 
cannot permit the atomic revolution to foster such follies [as re- 
sulted from the Industrial Revolution].” 


—Joun Jay Hopkins, 


Chairman of the board and president, 
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General Dynamics Corporation. 
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Regulatory Obligations of the 
Gas Producers 





Just what are the requirements of the mandate of the U. S. Supreme 
Court as carried out by the Federal Power Commission under its 
Orders 174 and 174-A? Some answers to this question may be of 
practical benefit to those who are now considered “producers or 
gatherers” of gas under the court’s interpretation of the Natural 
Gas Act. Until such time as the Congress may see fit to change the 
law for individuals or corporations in this category, here is a bit of 
timely and sober advice. 


By JEROME M. ALPER* 


N June 7, 1954, the Supreme Court 
of the United States issued its 
opinion in the widely known Phil- 

lips Case, 3 PUR3d 129, which stands as a 
major landmark in federal regulation of 
the natural gas industry. By that decision, 
the Supreme Court held that sales by 
Phillips Petroleum Company, a major 
producer of natural gas, to interstate nat- 
ural gas transmission companies are sales 
in interstate commerce subject to the juris- 
diction of the Federal Power Commission 





*Utility law specialist practicing in Washington, 
D. C. For additional personal note, see “Pages with 
the Editors.” 


and are not within the exemption granted 
by § 1(b) of the Natural Gas Act “to the 
production or gathering of natural gas.” 
This decision brings directly under federal 
regulation important aspects of the multi- 
billion-dollar oil and gas industry and di- 
rectly affects not only this industry but 
also the gas-consuming public, the inter- 
state natural gas pipelines, natural gas dis- 
tribution companies throughout the coun- 
try, and the competing coal and oil 
business. 

The question of the jurisdiction of the 
Federal Power Commission over inde- 
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pendent producers of natural gas has been 
one of the most heated and controversial 
regulatory issues of recent years. The pub- 
lic has viewed the matter primarily in 
terms of the price it has to pay for natural 
gas service. Even as important as price 
structure is, that has not been the only 
concern, or necessarily even the principal 
concern, of the natural gas industry with 
federal regulation. There is the matter of 
the inevitable interference of regulation 
with freedom of operation, and there is 
also the paramount question of how the 
industry will fare under the application of 
public utility regulatory concepts. This is 
particularly true of the large segment of 
the industry which is principally and fore- 
most in the oil business and considers the 
production of natural gas as essentially a 
by-product of the production of oil. In 
addition to the problems common to all 
producers of natural gas, such producers 
are concerned with the possibilities of en- 
croachment of federal regulation on their 
oil operations through the regulation of 
their natural gas activities. 


| saat closely on the heels of the 
Supreme Court’s decision on June 7, 
1954, the commission promulgated its 
rules setting up the administrative ma- 
chinery for the regulation of independent 
producers and gatherers of natural gas 
under the doctrine of the Phillips Case. 
The rules, which are contained in the com- 
mission’s Order No. 174-A issued and ef- 
fective on August 6, 1954, rescind and 
supersede an earlier set of rules issued 
and effective on July 16, 1954. These rules 
effectively bring the affected producers 
and gatherers of natural gas under the 
rate and certificate regulation of the com- 
mission, but have exempted such produc- 
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ers and gatherers, at least for the time be- 
ing, from accounting regulations. 

The rules are essentially procedural in 
nature and designate who is subject to reg- 
ulation, what applications must be filed, 
the contents of such applications, and the 
time for making the required filings. The 
rules delineate the area in which the regu- 
lation is to operate rather than specify the 
principles and standards of such regula- 
tion. These substantive matters of regu- 
lation—such as the formula or theory of 
rate making and the standards for issu- 
ance of certificates of convenience and 
necessity—will find expression in the cases 
as they are presented and determined. 

This article will consider some of the 
problems of general interest and concern 
arising both under the rules and in sub- 
stantive regulation.’ 


Is the Commission’s Definition of 
“Independent Producer’ Too Broad? 


HE proceedings against Phillips were 

brought by the commission as a test 
case to determine whether independent 
producers of natural gas are subject to the 
Natural Gas Act. 

There is a question, however, of 
whether that company’s operations are 
sufficiently representative or typical of all 
gas producers so that the determination by 
the Supreme Court that Phillips is a 





1Jn brief summary, here is what the rules did to 
the producers: (1) Imposed a rate and service freeze 
as of June 7, 1954; (2) required filing of rate 
schedules and certificate applications by October 1, 
1954; (3) required filing and specific FPC approval 
of any further change in rates or service terms after 
June 7, 1954, subject to the usual 5-month suspen- 
sion; (4) extended to September 15, 1954, operation 
of automatic rate change provisions of contracts in 
effect on June 7, 1954, by allowing filings on less 
than thirty days’ notice. The new rules are more 
simple and less demanding than the older rules for 
transmission companies. The October Ist deadline 
was subsequently extended to December 1, 1954. 
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natural gas company should be generally 
applied to all natural gas producers. The 
commission appears to have answered this 
question in the affirmative under its rules 
by defining an independent producer to 
mean “‘Any person . . . who is engaged in 
the production or gathering of natural gas 
and who transports natural gas in inter- 
state commerce or sells natural gas in inter- 
state commerce for resale, but who is not 
primarily engaged in the operation of an 
interstate pipeline.” 

Despite its attention to the facts of the 
Phillips Company’s operation, it is diffi- 
cult to determine from the court’s opinion 
whether the decision was limited by such 
facts. For example, the court expressed its 
belief that Congress intended “‘to give the 
commission jurisdiction over the rates of 
all wholesales of natural gas in interstate 
commerce, whether by pipeline, company, 
or not, and whether occurring before, dur- 
ing, or after transmission by an interstate 
pipeline company.” It may be concluded 
from this language that any sale by a pro- 
ducer intended or designated for interstate 
transmission is subject to federal regula- 
tion. On the other hand, other portions of 
the opinion refer to the fact that the sales 
are made after completion of the gathering 
process. This part of the opinion raises 
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substantial questions as to whether sales 
made at the mouth of a well, or elsewhere, 
before the gathering process is completed, 
are subject to the Natural Gas Act. 


a must be remembered that we are not 
dealing solely with the power of Con- 
gress to regulate sales of natural gas in 
the stream of interstate commerce, but 
with the limitation imposed upon that 
power by the exemption for “production 
or gathering.” 

Although the court clearly indicates that 
exceptions to the primary grant of juris- 
diction are to be strictly construed, it does 
not appear that the great number of in- 
dependent producers whose operations dif- 
fer materially from Phillips are justified, 
in view of the importance of the question 
to them and the lack of certainty in the 
court’s language, in assuming that the de- 
cision of the Phillips Case is applicable to 
them. The court’s language clearly is 
equivocal and factual differences his- 
torically have been significant in determin- 
ing how much of the broad federal power 
over interstate commerce Congress has ex- 
ercised in any particular statute. 

In the Phillips Case the Supreme Court 
had before it the case of a producer which 
commingled its own production with gas 


“ALTHOUGH it is firmly established that a private contract can- 
not operate to limit or restrict the scope of federal regulation, 
it would certainly seem harsh to extend that rule to empower 


the federal government to require a person to engage in a reg- 
ulated business against his wishes. On the other hand, it must 
be recognized that, once a producer enters into a contract to 
deliver volumes of gas to a pipeline company, the interests of 
large segments of the public would be adversely affected if the 
producer were permitted to discontinue the sale.” 
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purchased from other producers and sold 
the entire volume to an interstate pipeline. 
Some controversy has arisen over the 
commission’s jurisdiction over those pro- 
ducers who do not sell directly to an inter- 
state pipeline, but who sell to purchasers 
(generally other producers) who complete 
the gathering and process the gas and 
thereafter sell and deliver the gas for in- 
terstate transmission and resale. The 
court’s opinion does not specifically deal 
with this situation and leaves the jurisdic- 
tional status of such producers to reason- 
ing and inference.* 


AY indication of the questionably broad 

scope given to the commission’s rules 
by its definition of “independent producer” 
may be observed by reference to the situa- 
tion of the holder of the royalty interest, 
who is entitled to receive his royalty pay- 
ment in kind. Under the commission’s 
definition of an independent producer 
there is no basis to distinguish a holder 
of such a royalty interest, or for that mat- 
ter the holder of any of the numerous ar- 
rangements for small fractional working 
interests, from the holder of any other in- 
terest in the well who would be considered 
a producer. Yet, it is common knowledge 





2 Those who question the extension of jurisdic- 
tion to these remote suppliers rely, in part, on the 
use by the court of the word “wholesalers” in de- 
scribing the producers and activities embraced with- 
in the act. It is their contention that the producer 
once removed from the interstate pipeline is not a 
“wholesaler.” Since this word is not used in the 
statute and has no standing as a word of art, the 
force of the argument is difficult to appraise. The 
commission, in the recent Michigan-Wisconsin Pipe 
Line Company Case (Opinion No. 275) stated that 
it had jurisdiction over sales by producers who sup- 
plied Phillips with a portion of the gas it sold to 
Michigan-Wisconsin and disallowed any costs at- 
tributable to the Oklahoma minimum wellhead price 
regulation. Although the commission has reversed its 
position on this point (correction order issued Au- 
gust 17, 1954), it apparently did so on grounds other 
than the absence of jurisdiction over the sales by 
producers to Phillips. 
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that royalty and similar interests are real- 
ly “security” interests, and that the royalty 
holder should no more be considered a pro- 
ducer than the holder of a few shares of 
Macy’s common stock should be considered 
a merchant. It is certainly obvious that the 
Natural Gas Act was not intended to sub- 
ject such interests to federal regulation. 
The fact that the commission’s rules ap- 
parently do so points out the weakness in- 
herent in a definition of such broad scope 
and indicates that the responsibility is on 
each producer to take steps to ascertain 
his jurisdictional status. 

The lack of clarity on the jurisdictional 
question presents the independent pro- 
ducers, at least those whose operations 
vary substantially from the Phillips pat- 
tern, with something of a dilemma. They 
may either submit to the jurisdiction of 
the commission with the consequent initial 
freezing of their rates and service at the 
June 7th levels or ignore the requirements 
of the commission’s rules and rely on en- 
forcement litigation to end in a favorable 
jurisdictional finding, or to gamble on the 
protection of possible amendatory legisla- 
tion. Neither of these alternatives is par- 
ticularly attractive. Under the former, the 
producer may suffer an irreparable loss of 
revenues if any filed increase in rates is 
suspended, or if any proposed new service 
is delayed by the slow course of the ad- 
ministrative process. The latter alternative 
incurs the risk of the imposition of statu- 
tory criminal and civil sanctions. 


HAT can be done under these circum- 
stances ? Consideration might well be 
given to the filing with the commission of 
a petition for a declaratory order to 
terminate the controversy, remove the un- 
certainty, and suspend the application of 











= 


le ve Fs 








REGULATORY OBLIGATIONS OF THE GAS PRODUCERS 














Contracts under Regulation 


& 5 perme the most important respect in 

which federal regulation will affect the 
business of the independent producers 1s in 
its effect on outstanding contracts. It is well 
established that the federal regulatory pow- 
er cannot be limited or thwarted by private 
contract. It may be difficult for people in an 
unregulated business in which long-term 
plans and problems are based on contract to 
fully appreciate the import of this circum- 
stance. A clear example of this situation may 
be observed in the fact that the contractual 
price structure of the industry has been made 
subject to the rate-making powers of the 
commission.” 








the rules to the party pending decision. 
This procedure has not been used exten- 
sively in the past. Furthermore, it is strict- 
ly up to the commission whether it wants 
to issue that kind of an order. If filed 
diligently and in good faith, however, such 
a petition should merit serious considera- 
tion of the commission, unless it has com- 
pletely satisfied itself that there is no merit 
to any jurisdictional question. Under this 
arrangement contractual rate increases 
could be permitted to go into effect, with- 
out suspension, but by agreement under 
bond. In the event the producer was ulti- 
mately successful on the jurisdictional 
question this procedure thus would save 
him from an otherwise irreparable loss of 
revenues. If the petition were unsuccessful, 
the bonded funds would be held subject to 
further order of the commission entered 
upon conclusion of a proceeding to de- 
termine the reasonableness of the rates. 
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(There is some precedent for this method 
under the Public Utility Holding Company 
Act of 1935.) 


Rate Making under the Rules 


HE fact that the determination of the 

jurisdictional status of independent 
producers has been delayed until sixteen 
vears after the effective date of the 
Natural Gas Act raises a difficult problem 
with respect to the “initial” rate of the 
producers and the validity of the contract 
prices charged prior to the establishment 
of the initial rate. In referring to this 
problem in Order No. 174 (the original 
rules) the commission stated that “a rea- 
sonable cut-off date should be fixed in 
order to avoid confusion in attempting to 
readjust past transactions.” The commis- 
sion selected June 7, 1954, the date of the 
Supreme Court’s decision in the Phillips 
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Case, as the reasonable cut-off date and 
made its rules applicable to transactions 
and operations conducted since that time. 

The justification stated by the commis- 
sion in Order No. 174 and repeated in the 
Michigan-Wisconsin Case (Opinion No. 
275 at mimeo. p. 39) for selecting a past 
rather than a future cut-off date is that, 
asa result of the Phillips Case, independent 
producers have been subject to the act since 
the date they first made sales for resale in 
interstate commerce. 


Under the rules, the contract charges in 
effect on June 7, 1954, are considered the 
“initial” rates and rate schedules concern- 
ing such charges must be filed by October 
1, 1954 (later extended to December Ist). 
Tariffs required to be filed. consist of all 
contracts and amendments which set 
forth the service to be performed and the 
rates and charges, terms, conditions, clas- 
sifications, practices, and rules and regula- 
tions relating to jurisdictional transporta- 
tion or sale. The rate schedule covering 
rates effective on June 7th shall include a 
statement showing actual billing for a re- 
cent month to show how the billing 
amount is determined. On a new service in- 
stituted after June 7th the rate schedule 
shall show estimated sales and billing for 
the first month of service in sufficient de- 
tail to show billing determinants and 
prices used, and should indicate the pro- 
posed date of commencement of service. 


— freezing of rates at June 7th lev- 
els is one of the most bitterly assailed 
provisions of the new rules. It is charged 
that this provision violates the prohibition 
contained in § 5 of the act against the fix- 
ing of retroactive rates by the commission. 
But whether the freeze is proscribed retro- 
active rate making or a reasonable action 
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by the commission to cut off continuing 
violations of the act is an open question, 
probably to be closed only by the results of 
litigation. 

It must be observed at this point that 
under the act a distinction is made between 
rates in effect at the time the act was passed 
or rates for a new service, which are calied 
initial rates, and changes in such rates. 
The latter rates are subject to the commis- 
sion’s power to suspend the rates for a 
5-month period from the effective date 
proposed by the company, whereas initial 
rates are not subject to the suspension 
power. 

The rates in effect on June 7th are 
treated by the rules as initial rates. All 
effective rates, including initial rates, are 
subject to the commission’s power, upon 
its own motion or upon complaint, to enter 
upon a hearing to determine the reason- 
ableness of the rates, and, if the effective 
rates are found to be unreasonable in such 
proceedings, the commission is empowered 
to fix by order reasonable rates. It is worth 
more than passing interest to observe that 
there is no statutory authority for a pipe- 
line company to file a complaint against 
rates charged it by a producer, but such 
complaints can be filed only by a state, 
municipality, state commission, or gas dis- 
tributing company. This is one of several 
statutory situations which seem to indicate 
that pipeline suppliers were not intended 
to be embraced in the regulatory scheme of 
the act. 


een as it may seem, the cut-off 

date may have some advantage for the 
producers in raising a barrier against 
claims for adjustment of past transac- 
tions. Under the act all jurisdictional 
rates must be just and reasonable and 
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it is well established that a utility may 
only charge the filed rate. Are the 
reasonableness of the prior unfiled rates 
and past increases in contract prices 
now subject to inquiry? Although the 
writer is not prepared at this time to 
express an opinion as to whether this is a 
realistic issue at all, but if it is, then the 
cut-off date may afford a measure of pro- 
tection against possible retroactive adjust- 
ments. An instance of how the cut-off date 
may operate is available in the Michigan- 
Wisconsin Case. There the commission 
disallowed to the pipeline company costs 
of gas based on escalator provisions which 
related the prices charged by Phillips to 
Michigan-Wisconsin’s selling price. The 
latter company has been paying the in- 
creased price to Phillips since October 1, 
1951, and has been collecting such in- 
creased charges from its customers under 
bond. Although Michigan-Wisconsin may 
be required to refund to its customers the 
excess charges, the order does not deal 
with the status of the matter as between 
Michigan-Wisconsin and Phillips. It ap- 
pears that, as a matter of regulated rate 
making, the commission will not go behind 
the June 7th freeze date so far as the Phil- 
lips charges are concerned. 

There is also the more immediate ques- 
tion of the effect to be given to increased 
contract prices put into effect between June 
7th and July 16th when the commission 
issued its first rules. It is indicated in the 
commission’s Order No. 174 that such in- 


creases violate the “freeze” but that the 
commission will attempt to adjust any such 
matter “without unnecessary punitive 
action.” 


Provisions Governing Change in Rate 
Schedules 


A CHANGE in an effective rate schedule 

can be effectuated only by filing an 
application with the commission. Such a 
filing requires a statutory notice period of 
thirty days and the operation of the new 
rate schedule is subject to suspension by 
the commission for a period not to exceed 
five months and to a hearing to determine 
the reasonableness of the rates and terms 
proposed therein. 

The rules expressly provide that any 
provision of a gas sales contract providing 
for future or periodic changes in the rate 
or terms and conditions of service shall 
constitute a change in the rate schedule. 
Thus, escalator and favored nations’ 
clauses, provisions for passing on local tax 
increases, provisions dealing with mini- 
mum wellhead prices established by state 
governments, and the many other con- 
tractual provisions which automatically 
operate to increase the contract price, be- 
come subject to the jurisdiction of the 
commission and the standards of the 
Natural Gas Act. 

Even at this early date there already 
has been an expression of the commission’s 
attitude on some of these provisions. In 
the Michigan-Wisconsin Case the commis- 


ulation for all phases of the business of natural gas pipeline 


g “Tue Natural Gas Act creates a comprehensive scheme of reg- 


companies. Although the producing and gathering activities 
of independent producers are exempt from direct federal con- 
trol, the provisions of the act which are clearly applicable to 
independent producers create rather comprehensive regulation.” 
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sion expressly held that changes through 
escalator provisions are changes in rate 
subject to the commission’s jurisdiction. 
The particular escalator clause in that case, 
which was based on the effective rate of 
the pipeline company, was declared to be 
contrary to the public interest. In the same 
case, the commission dealt with the Okla- 
homa minimum wellhead price. In its 
opinion as originally issued, the commis- 
sion disallowed any allowance for the state 
set price, whether on gas produced or pur- 
chased by Phillips. The commission subse- 
quently amended its opinion and took the 
position that minimum wellhead prices 
are required to be reflected in producer 
rates, whether the gas was produced or 
purchased by the seller. 


Seow new Texas production tax went 
into effect on September 1, 1954. An 
assistant general counsel of the commis- 
sion has stated of record that any portion 
of tax which operates by contract provi- 
sion to increase the rate charged in a juris- 
dictional sale will be considered by the staff 
of the commission as a change in rate re- 
quiring commission approval. He further 
stated, however, that the staff would not 
request suspension of such a rate increase. 

It will be observed that the rules require 
a great deal more information to be sub- 
mitted in connection with a change in rate 
schedule than is required for an initial 
rate schedule. The chief differences are, a 
change in rate schedule, unlike an initial 
rate schedule, shall be supported by a state- 
ment setting forth the reasons, the nature, 
and the basis for the proposed change, and, 
if the proposed change results in an in- 
creased rate, there shall also be submitted 
a full statement in support of the increase. 
A change in rate schedule also must be 
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supported by a comparative statement of 
sales and revenues, by months, for the 12- 
month periods immediately preceding and 
immediately following the effective date 
of the schedule. 


Standards for Issuance of Certificates 


i ibe rules while requiring producers to 
file certificate applications by Decem- 
ber 1, 1954, do not specify the standards or 
criteria for issuing certificates. However, 
under § 7(e) of the act a certificate shall 
be issued if the commission finds that the 
applicant “is able and willing properly to 
do the acts and to perform the service pro- 
posed ... and that the proposed service... 
is or will be required by the present or 
future public convenience and necessity; 
otherwise such application shall be de- 
nied.” Although the commission has not 
yet indicated what standards it will impose 
under this general statutory language, a 
look at the standards applied to pipeline 
certificate cases (as to adequacy of re- 
serves, financial ability, etc.) should be 
helpful. These tests would seem to be 
equally applicable to an independent pro- 
ducer seeking to render a new service. 
The time aspects of obtaining a cer- 
tificate of convenience and necessity must 
be considered. Under § 7(c) of the act, no 
certificate may be issued in the absence of 
a hearing had upon reasonable notice. The 
hearing procedure takes time. Thus, an in- 
dependent producer must make allowances 
for the time required by the regulatory 
processes in making plans for instituting 
any new service. In cases in which there is 
opposition from the staff of the commis- 
sion, or from other interested persons, it is 
impossible to make any general estimate of 
the time required for the administrative 
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Regulation of a By-product 


& af hex many producers for whom gas is actually a by-product of their 

oil activities face special problems. Since the commission has juris- 
diction only over the sales of gas, it will have to devise formulae for the 
allocation to the jurisdictional gas business of joint expenses. Although 
the problem of allocation is not new to the commission, since it has been 
required to make allocations between jurisdictional and nonjurisdictional 
business of the pipelines, the subject of allocations 1s a touchy one.” 











processing of an application. The commis- 
sion has, however, adopted a modified or 
shortened form of procedure which is 
available in certain instances when the ap- 
plication is uncontested. 

The rules expressly provide that when 
a pipeline company must obtain a cer- 
tificate of convenience and necessity for 
the construction or operation of facilities 
to enable it to take gas from an inde- 
pendent producer, the applications for cer- 
tificates shall be filed simultaneously. The 
importance of this provision has been 
dramatically emphasized by recent order 
of the commission in the American 
Louisiana Case, where the commission re- 
fused to defer consideration of the issue of 





the applicant’s gas supply and thereby ap- 
pears in effect to require American 
Louisiana’s suppliers (producers) to file 
their applications under Order No. 174-A. 


| digewe the Phillips Case and other 
Supreme Court decisions, the phrase 
“production or gathering of natural gas” 
is restricted to the physical activities, 
facilities, and properties used in the pro- 
duction and gathering of natural gas. 
Thus, the drilling of wells and the con- 
struction, extension, or acquisition of pro- 
duction and gathering facilities, including 
gasoline plants, and the operation of such 
facilities, are nonjurisdictional matters. It 
is apparent that the commission has sought 
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to conform its rules to this jurisdictional 
construction. They are related to “service” 
rather than facilities. 

Neither the rules nor the act shed any 
light on what shall be considered a new 
service requiring a certificate of conven- 
ience and necessity. Service to a new cus- 
tomer would clearly require a certificate, 
but what about the sale of increased vol- 
umes to an existing customer from wells 
already serving the customer, or from new 
wells in the same field, or from new wells 
in a different field? 

Analogy to the certificate practice for 
pipeline companies is interesting. Pipeline 
companies have not been required to ob- 
tain certificates to cover the sales of addi- 
tional volumes to existing customers or to 
cover sales to new customers, unless the 
proposed service involved the construction 
or acquisition of facilities. 


Continuing Services Performed on 
June 7, 1954 


a rules provide that no independent 
producer shall abandon any jurisdic- 
tional sale, transportation, or service be- 
ing rendered on or since June 7, 1954, 
without the express permission of the com- 
mission. One of the most significant ques- 
tions raised by the rules is whether this 
provision requires producers to continue in 
the future to render the service performed 
at June 7th, unless its discontinuance is 
permitted by order of the commission. The 
issue is highlighted because many gas sales 
contracts contain an out-clause for the 
producer in the event the sale becomes sub- 
ject to the jurisdiction of the commission. 
Although it is firmly established that a 
private contract cannot operate to limit or 
restrict the scope of federal regulation, it 
would certainly seem harsh to extend that 
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rule to empower the federal government 
to require a person to engage in a regulated 
business against his wishes. On the other 
hand, it must be recognized that, once a 
producer enters into a contract to deliver 
volumes of gas to a pipeline company, the 
interests of large segments of the public 
would be adversely affected if the producer 
were permitted to discontinue the sale. 

However, the jurisdiction of the com- 
mission over abandonment of service by 
producers is not entirely free from doubt. 
The statute provides that “No natural gas 
company shall abandon all or any portion 
of its facilities subject to the jurisdiction 
of the commission, or any service rendered 
by means of such facilities...” without 
commission consent. (Emphasis supplied. ) 
Since production and gathering facilities 
as such are concededly beyond the scope 
of the commission’s jurisdiction, the only 
jurisdictional facilities an independent 
producer may have are transmission lines 
and related compression and metering 
facilities. Such facilities normally are not 
owned by independent producers and cer- 
tainly need not be. 

Although this jurisdictional limitation 
has a statutory basis and logical support, 
its adoption is not a foregone conclusion. 
Its weakness is that it does not make for a 
complete regulatory scheme and the un- 
controlled power, in theory at least, on the 
part of independent producers to discon- 
tinue service renders practically meaning- 
less the convenience and necessity concept 
of the certification process. This situation 
well may encourage the commission and 
the courts to a free rather than a literal 
reading of the abandonment section. 


—_— question which has had rather 
wide consideration is the relationship 

















between the commission’s certificate and 
abandonment power on the one hand, and 
conservation and other orders of state au- 
thorities regulating production. It has 
been contended that the commission’s 
power over abandonment is illegal because 
it conflicts with the state’s inherent power 
to control rate of production. This con- 
tention is premised on the proposition that 
federal approval would have to be ob- 
tained for a curtailment or elimination of 
service caused by a proration or other 
order of the state commission. The prob- 
lem is not new but has always been present 
in the regulation of pipeline companies 
which supply all or a portion of their re- 
quirements from their own production. To 
the writer’s knowledge, interferences with 
service as a result of failure of supply, 
whether due to natural or legal causes, 
have not been construed as violation of the 
Natural Gas Act or as invoking the 
abandonment provisions of that act. 


The Substantive Aspects of Regulation 


F® most independent producers federal 
regulation is a new experience. As in- 
dicated in an earlier portion of the article, 
the rules provide machinery for invoking 
the rate and certificate provisions of the 
Natural Gas Act. Although these provi- 
sions are the core of the regulation, there 
are other provisions of the act which give 
the commission important regulatory 
powers over the affairs of natural gas 
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companies. Independent producers have 
been exempted by Order No. 174-A from 
keeping and maintaining their accounts in 
accordance with the commission’s Uni- 
form System of Accounts for Natural 
Gas Companies. Whether independent 
producers shall be required to conform 
their accounts to a uniform system pre- 
scribed by the commission, and in what re- 
spects such system will differ from the sys- 
tem of accounts for pipeline companies, of 
course, is not known at this time. 


HE Natural Gas Act creates a com- 

prehensive scheme of regulation for 
all phases of the business of natural 
gas pipeline companies. Although the 
producing and gathering activities of 
independent producers are exempt from 
direct federal control, the provisions of 
the act which are clearly applicable 
to independent producers create rather 
comprehensive regulation. Under § 6 of 
the act, the independent producers may 
be required to file with the commission 
an inventory of property and a state- 
ment of its original cost. The commission 
may investigate and ascertain the “actual 
cost” of the property and the depreciation 
therein. Under § 8, the commission may re- 
quire an independent producer to keep, in 
addition to the requirements of state law, 
such accounts, correspondence, memo- 
randa, papers, etc., as the commission may 
prescribe by rules and regulations. 


“EVEN as important as price structure is, that has not been the 
only concern, or necessarily even the principal concern, of the 
natural gas industry with federal regulation. There is the mat- 


ter of the inevitable interference of regulation with freedom 
of operation, and there is also the paramount question of how 
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the industry will fare .. 
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. commission is empowered to de- 

termine the accounts in which par- 
ticular expenditures or receipts shall be 
entered, charged, or credited, and the bur- 
den of proof to justify every accounting 
entry is expressly placed on the reporting 
company. Under this section the commis- 
sion has the right at all times to inspect 
and examine all accounts, records, and 
memoranda, and the regulated company is 
required to furnish the commission any in- 
formation with respect to such records, in- 
cluding reports of engineers, contracts, 
copies of maps, and all other information 
as the commission may require. Under § 9, 
the commission may fix rates of deprecia- 
tion and amortization. Under § 10, inde- 
pendent producers shall be required to file 
with the commission such annual and other 
periodic or special reports as the commis- 
sion may prescribe. Such reports may in- 
clude, among other things, full informa- 
tion as to assets and liabilities, capitaliza- 
tion, investment and reduction thereof, 
cost of facilities, cost of maintenance and 
operation of facilities for the production, 
transportation, or sale of natural gas, and 
the cost of renewal and replacement of 
such facilities. 

Undoubtedly, independent producers 
will be required to conform to some of 
these requirements, particularly with re- 
spect to ascertainment of costs and report- 
ing. 

Since the oil and gas industry his- 
torically has followed a very conservative 
policy on making known to the public at 
large, or other members of the industry, 
facts on operations and activities, it is ap- 
parent that a generous application by the 
commission of its reporting and disclosure 
powers would work something of a revolu- 
tion. 
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peony also means time and plan- 

ning to avoid adverse consequences 
from the inevitable delays inherent in 
regulation. Thus, independent producers 
will be required to anticipate rate increases 
and the institution of new services so that 
they may make timely filing of the neces- 
sary applications. 

Perhaps the most important respect in 
which federal regulation will affect the 
business of the independent producers is 
in its effect on outstanding contracts. It is 
well established that the federal regulatory 
power cannot be limited or thwarted by 
private contract. It may be difficult for 
people in an unregulated business in which 
long-term plans and problems are based 
on contract to fully appreciate the import 
of this circumstance. A clear example of 
this situation may be observed in the fact 
that the contractual price structure of the 
industry has been made subject to the rate- 
making powers of the commission. 

A matter of basic importance, not only 
to the natural gas industry but to the public 
at large, is how the independent producers 
will fare under the application of public 
utility concepts. Perhaps there has been too 
much concern on this question. It must be 
recognized that under the law of the land 
the end result of rate making must be rea- 
sonable. There are basic economic and 
technical differences between the business 
of producing and selling gas and the busi- 
ness of a pipeline company or a company 
distributing gas, electricity, or rendering 
other utility services. These differences 
will have to be reflected in the theories and 
results of rate making. 


F poet pricing historically has been as- 
sociated with a return of something 
in the neighborhood of 6 per cent on a rate 
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Scope of FPC Controls over Production 


“— the Phillips Case and other Supreme Court decisions, the 

phrase ‘production or gathering of natural gas’ is restricted to the 
physical activities, facilities, and propertics used in the production and 
gathering of natural gas. Thus, the drilling of wells and the construction, 
extension, or acquisition of production and gathering facilities, including 
gasoline plants, and the operation of such facilities, are nonjurisdictional 
matters. It is apparent that the commission has sought to conform its 
rules to this jurisdictional construction. They are related to ‘service’ rather 

than facilities.” 








base, which has in recent years and in most 
jurisdictions, been closely equated to cost. 
This, however, is not the sole method of 
rate making and only recently, in the rate 
case of Panhandle Eastern Pipe Line 
Company (Opinion No. 269), the com- 
mission permitted that company to include 
its own production in its cost of service at 
a cost based on the average fair field price 
of the gas. 

The question has been raised, how- 





ever, in responsible quarters whether the 
allowance to producers of a fair field price 
is consistent with the extension of regula- 
tion to them under the Phillips Case. It 
has been contended that the application of 
the fair field price doctrine to independent 
producers would amount to very little, if 
any, price regulation. 

Regardless of the method used, the 
regulation must be reasonable. It would 
appear that reasonable results are obtain- 
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able even under the rate base—rate of re- 
turn approach. It should not be concluded 
that the allowable return for natural gas 
producers must be in the neighborhood of 
6 per cent. The allowable return must re- 
flect the risks inherent in the business and 
be sufficient to properly operate the enter- 
prise and provide for its expansion. In this 
connection, it must be pointed out that in 
the administrative stages of the Phillips 
Case, before the issue of the reasonable- 
ness of rates was divorced from the pro- 
ceedings, the staff of the commission intro- 
duced exhibits in which, as recollection has 
it, the rate of return was assumed to be 
84 per cent. A matter of equal importance 
is what will be allowed as operating ex- 
penses and for exploration and develop- 
ment in determining the return. The ex- 
pense allowances must be realistic and take 
account of the operating problems of the 
industry, if the resulting rates are to be 
reasonable. 


7. many producers for whom gas is 
actually a by-product of their oil ac- 
tivities face special problems. Since the 
commission has jurisdiction only over the 
sales of gas, it will have to devise formulae 
for the allocation to the jurisdictional gas 
business of joint expenses. Although the 
problem of allocation is not new to the 
commission, since it has been required to 
make allocations between jurisdictional 
and nonjurisdictional business of the pipe- 
lines, the subject of allocations is a touchy 
one. 

At best, it is a matter of judgment 
requiring arbitrary action on large and 
critical expenses. This is a potential area 
of friction and an important one, because 
it could have significant bearing on the 
price structure of both oil and gas. 
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Rehearing on Order No. 174-A 


_ view of the many problems presented 

by the rules and the impact of the rules 
on the business methods and practices of a 
hitherto unregulated business, it is not sur- 
prising that many natural gas producers 
have forcefully attacked the rules. Peti- 
tions for rehearing of Order No. 174-A 
have been filed by more than one hundred 
producers. By a recent order, the commis- 
sion has granted these petitioners oral 
argument and the right to file briefs, but 
denied requests for a stay of the rules. 
Following two days of hearings, the Oc- 
tober 1st deadline for filing was extended 
to December Ist. 

The petitions as a whole attack the rules 
on the grounds that (1) the commission 
failed to adhere to proper procedure in 
promulgating the rules, (2) the rules ex- 
ceed the commission’s authority under the 
Natural Gas Act, (3) the rules illegally in- 
fringe on proper areas of regulation by the 
states, and (4) that the rules unlawfully 
deprive the producers of valuable con- 
tractual rights and interests. Although a 
discussion of the merits of these conten- 
tions is beyond the scope of this article, it 
should be observed that grounds (2), (3), 
and (4) in effect challenge the power of 
the commission to promulgate rules at all 
in this situation, or, at least, effective rules. 
It is, therefore, unlikely that such conten- 
tions will prevail before the commission 
and shall have to be presented to the courts. 
There is, however, a question of whether 
the rules are reviewable, but, in the opin- 
ion of the writer, the doubts would be 
much less in the case of a producer who 
put into effect a contract increase in the 
price of gas between June 7 and August 6, 
1954. Such a producer could show a direct 
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and immediate adverse economic effect 
from the rules. 


dene contention that the proper pro- 

cedure was not followed in promul- 
gating the rules may hold out a greater 
prospect for relief at the commission level. 
It will be recalled that the rules were is- 
sued by the commission without notice 
and opportunity for hearing. Under § 4 of 
the Administrative Procedures Act “‘regu- 
lations” may be issued without notice pro- 
vided the commission for good cause finds 
that notice and public procedure are im- 
practicable, unnecessary, or contrary to the 
public interest, and incorporates that find- 
ing and a brief statement of the reasons 
therefor in its order. It is clear that the 
commission has not expressly made such 
a finding in either Order No. 174 or Order 
No. 174-A. In the former order, the com- 
mission found only that good cause exists 
for making the rules effective in less than 
thirty days. This, however, is not the find- 
ing required by the Administrative Pro- 
cedures Act, and, in any event, Order No. 
174 was expressly rescinded by Order No. 
174-A. In view of the general practice of 
the commission to give notice and afford 
ample opportunity for industry participa- 
tion in rule-making proceedings, the de- 
parture from this established practice in 
these rules would seem to require a full 
statement and findings by the commission. 
Failure to do so certainly raises the ques- 
tion of whether the rules have been validly 
promulgated in compliance with the pro- 
visions of the Administrative Procedures 


Act. 

In its order granting rehearing the com- 
mission states that “In the absence of the 
rules provided by Order No. 174-A, the 
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more stringent rules” in effect for pipeline 
companies would be applicable to pro- 
ducers. There would seem to be consider- 
able doubt of the soundness of this posi- 
tion. 

Having already found, inferentially 
at least, that the existing rules are not ap- 
propriate or reasonable for the regulation 
of independent producers, it is difficult to 
see how such rules become reasonable 
simply because the rules specifically de- 
signed for the regulation of producers are 
invalid. 

Conclusions 


S ten extension of jurisdiction to the 

independent producers of natural gas 
affects not only a large and vocal industry 
but also the broad public interest. It can 
be expected, therefore, that the policy is- 
sue involved will be directed to Congress. 
Only the adjournment of Congress has de- 
layed immediate consideration of the mat- 
ter. 

Since the commission has provided the 
machinery for regulation by Order No. 
174-A, the applications required by those 
rules shall have to be filed by December 
Ist, following extension on rehearing, 
from the original deadline, October 1st. 
However, it cannot be expected that the 
commission, with its budgetary and staff 
limitations, will be able immediately to ex- 
ercise any extensive regulation over the in- 
dependent producers. Important areas of 
the regulation, such as the institution of 
proceedings to determine the reasonable- 
ness of rates charged by independent pro- 
ducers, probably will remain untouched 
for some time, other than possibly the re- 
sumption of the Phillips rate inquiry. The 
next move clearly is up to Congress. 
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N discussing the Natural Gas Act, I 
recognize and accept the restrictions 
and limitations imposed upon me as a 

member of the Federal Power Commis- 
sion. It is necessary and proper that I avoid 
stating anything that might be considered 
as an opinion upon an issue which the 
commission may be called upon to decide 
officially. 

I do not feel, however, that a proper re- 
gard for my official position and respon- 
sibility is any barrier to the frank expan- 
sion of my own views. Indeed, I consider 
it my duty to speak objectively on this 
very important but difficult subject. I do 
not share the view that an officer of the 
government is deprived of the right or 





*Member, Federal Power Commission. For ad- 
ditional personal note, see “Pages with the Editors.” 
This is in substance a restatement of an address be- 
fore the annual membership meeting of the Inde- 
pendent Natural Gas Association of America, New 
Orleans, Louisiana, September 13, 14, 1954. 
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The Natural Gas Act 


Administering the Natural Gas Act as it applies to producers as well 
as transmitters is going to require co-operation on the part of both 
regulators and regulated. Oil and gas production, by their nature, 
require regulation under state law—efficient and reasonable regula- 
tion by the states is the best way to prevent undue federal authority. 


By THE HONORABLE S. L. DIGBY* 





relieved of the duty to pursue the course 
in which he sincerely believes. If I need 
support in this position, I have it from the 
highest authority and would like to refer 
to some wise expressions by President 
Eisenhower in an address delivered on 
June 7, 1954, at the commencement exer- 
cises at Washington College in Maryland. 
In referring to the 172nd address which 
had just been delivered, the President said, 
“To what he has said, I have just one word 
to add—every one of these 172 commence- 
ment addresses, I venture to say, could be 
summed up in these words: Be not afraid 
to live by those things in which you be- 
lieve.” 

Again, in the same address, the Presi- 
dent said, “The only problem is to 
live up to your own conscience, always 
having courage to do the thing you believe 
to be right....” 














HE necessity and desirability for a 

broad national policy on the subject 
of natural gas are recognized in a news re- 
lease from the White House, dated July 
30, 1954, which deserves wide circulation 
and consideration. I am taking the privi- 
lege of quoting this news release at this 
time, as follows: 


THE WHITE HousE 
Formation of a Cabinet Committee 
on Energy Supplies and Resources 
Policy was announced today at the 
White House. The committee will be 
composed of the heads of the following 
agencies : 
Department of State 
Department of Defense 
Department of Justice 
Department of the Interior 
Department of Commerce 
Department of Labor 
Office of Defense Mobilization— 
Chairman 


The defense of the nation in wartime 
and the continued expansion of the 
United States economy in peacetime re- 
quire an abundant supply of energy. The 
industrial progress of the United States 
has been marked by rapidly increasing 
annual and per capita utilization of 
energy resources. 

At the direction of the President the 
committee will undertake a study to 
evaluate all factors pertaining to the 
continued development of energy sup- 
plies and resources and fuels in the 
United States, with the aim of strength- 
ening the national defense, providing 
orderly industrial growth, and assuring 
supplies for our expanding national 
economy and for any future emergency. 

The committee will review factors af- 
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fecting the requirements and supplies 
of the major sources of energy, includ- 
ing: 

Coal (anthracite, bituminous, and 
lignite, as well as coke, coal tars, and 
synthetic liquid fuels). 

Petroleum and natural gas. 


The chairman of the committee, after 
consultation with the members of the 
committee, will appoint from outside of 
the government experts in each one of 
the areas to be studied to serve, under 
his direction, as members of a task force 
or forces. 

The committee will submit, not later 
than December 1, 1954, its recommenda- 
tions to the President. 


. ks Cabinet committee set up by the 
President will appoint a group out- 
side of government as a task force to as- 
sist in the study of natural gas in the 
United States. Any national policy which 
may evolve from this study will necessarily 
take into consideration the search for and 
production of natural gas, the interstate 
transmission, and the local distribution of 
natural gas, and the consumers and their 
needs and requirements. The interests of 
all of these segments of the industry, and 
indeed the public interest of the nation, 
will require full consideration of the main- 
tenance of known natural gas reserves and 
its availability for use by the consumers. 
A discussion of the Natural Gas Act 
without giving consideration to the re- 
cent decision of the Supreme Court in the 
Phillips Case would not be objective or 
useful.’ The interpretation given to the 
Natural Gas Act by the Federal Power 
Commission over the sixteen years since 





1 Federal Power Commission v. State of Wis- 
consin (1954) 347 US 672; 3 PUR3d 129. 
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Field Prices of Natural Gas Paid to Producers by 25 Largest 
Transmission Companies 
(First three full years of Natural Gas Act compared with last three full years) 


For the Appalachian area, which includes purchases in the states of Kentucky, 
Ohio, West Virginia, and Pennsylvania, the average cost was as follows: 


Year Amount 
1939 14.54¢ 
1940 14.05¢ 
1941 14.04¢ 


For the midwest area, which includes the states of Kansas, Oklahoma, north Texas, 
and Missouri, the average cost was as follows: 


Year Amount 
1939 4.80¢ 
1940 4.43¢ 
1941 4.84¢ 


In the southwest area, which includes the states of Louisiana, New Mexico, and 
that portion of Texas not included in the midwest area, the average cost was as 
follows: 


Year Amount 
1939 4.06¢ 
1940 4.01¢ 
1941 4.46¢ 
The weighted average price for all gas purchased from producers was as follows: 
Year Amount 
1939 5.66¢ 
1940 5.55¢ 
1941 5.94¢ 


The weighted average price for all gas purchased from producers for the 3- 
year period was 5.72 cents. 


Last Three Full Years 


The weighted average price per Mcf for gas purchased from producers was as 
follows: 


Year Amount 
1951 6.92¢ 
1952 7.94¢ 
1953 8.86¢ 


The weighted average price for all gas purchased from producers for the 3- 
year period was as follows: 


Area Amount 
Appalachian 19.26¢ 
Midwest 7.92¢ 
Southwest 7.27¢ 
Combined Areas 8.04¢ 
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its enactment was largely modified by this 
decision. As a consequence of such a situa- 
tion, the Federal Power Commission sud- 
denly found it necessary to assume the new 
and added jurisdiction over the inde- 
pendent producers without rules and regu- 
lations reasonably applicable to such an 
operation. Certainly it is the plain duty of 
the commission to enforce and administer 
the Natural Gas Act as interpreted by the 
Supreme Court, and I am sure it will do 
its full duty in this respect. We would, 
however, be very unrealistic if we did not 
recognize the many problems which both 
the commission and those subject to its 
jurisdiction must face at this time. Many 
of these problems can be ascertained only 
by the old rule of trial and error. The com- 
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mission cannot wait for such a solution 
but should, in the discharge of its duties, 
develop reasonable rules and regulations. 

Without in any manner suggesting a 
personal view on these problems, I con- 
sider it proper, and I hope useful, to sug- 
gest for consideration some of the prob- 
lems which may confront us in administer- 
ing the Natural Gas Act as construed by 
the Supreme Court. 


_ comment, I would like to 
direct attention to several sections of 
the Natural Gas Act which can be con- 
sidered as applying to independent pro- 
ducers (natural gas companies) as defined 
in the Federal Power Commission Order 
No. 174-A.? 





2 Section 4. (b) No natural gas company shall, 
with respect to any transportation or sale of natural 
gas subject to the jurisdiction of the commission, 
(1) make or grant any undue preference or ad- 
vantage to any person or subject any person to any 
undue prejudice or disadvantage, or (2) maintain 
any unreasonable difference in rates, charges, serv- 
ice, facilities, or in any other respect, either as be- 
tween localities or as between classes of service. 

Section 7. (a) Whenever the commission, after 
notice and opportunity for hearing, finds such action 
necessary or desirable in the public interest, it may 
by order direct a natural gas company to extend or 
improve its transportation facilities, to establish 
physical connection of its transportation facilities 
with the facilities of, and sell natural gas to, any 
person or municipality engaged or legally au- 
thorized to engage in the local distribution of natural 
or artificial gas to the public, and for such purpose 
to extend its transportation facilities to communi- 
ties immediately adjacent to such facilities or to 
territory served by such natural gas company, if the 
commission finds that no undue burden will be placed 
upon such natural gas company thereby: Provided, 
That the commission shall have no authority to 
compel the enlargement of transportation facilities 
for such purposes, or to compel such natural gas 
company to establish physical connection or sell 
natural gas when to do so would impair its ability 
to render adequate service to its customers. 

(b) No natural gas company shall abandon all or 
any portion of its facilities subject to the jurisdic- 
tion of the commission, or any service rendered by 
means of such facilities, without the permission and 
approval of the commission first had and obtained, 
after due hearing, and a finding by the commission 
that the available supply of natural gas is depleted 
to the extent that the continuance of service is un- 
warranted, or that the present or future public con- 
venience or necessity permit such abandonment. .. . 
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(f£) The commission, after a hearing had upon its 
own motion or upon application, may determine the 
service area to which each authorization under this 
section is to be limited. Within such service area 
as determined by the commission a natural gas com- 
pany may enlarge or extend its facilities for the 
purpose of supplying increased market demands in 
such service area without further authorization. . 

(h) When any holder of a certificate of public 
convenience and necessity cannot acquire by con- 
tract, or is unable to agree with the owner of prop- 
erty to the compensation to be paid for, the neces- 
sary right of way to construct, operate, and main- 
tain a pipeline or pipelines for the transportation of 
natural gas, and the necessary land or other property, 
in addition to right of way, for the location of com- 
pressor stations, pressure apparatus, or other sta- 
tions or equipment necessary to the proper operation 
of such pipeline or pipelines, it may acquire the 
same by the exercise of the right of eminent domain 
in the district court of the United States for the dis- 
trict in which such property may be located, or in 
the state courts. The practice and procedure in any 
action or proceeding for that purpose in the district 
court of the United States shall conform as nearly 
as may be with the practice and procedure in similar 
action or proceeding in the courts of the state where 
the property is situated: Provided, That the United 
States district courts shall only have jurisdiction of 
cases when the amount claimed by the owner of the 
property to be condemned exceeds $3,000 

Section 9. (b) The commission, before prescrib- 
ing any rules or requirements as to accounts, records, 
or memoranda, or as to depreciation or amortization 
rates, shall notify each state commission having 
jurisdiction with respect to any natural gas com- 
pany involved and shall give reasonable opportunity 
to each such commission to present its views and 
shall receive and consider such views and recom- 
mendations. 
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One problem with which we are faced 
concerns the need, if any, for certificating 
the facilities of producers and gatherers. 
The answer to this problem is very sig- 
nificant not only in its own right but in 
relation to other provisions of the act. 

Approximately one-half of the states in 
the nation have modern and effective con- 
servation laws—laws to prevent physical 
and economic waste of oil and gas. The 
wisdom of state conservation laws, ad- 
ministered by state agencies, is established 
and generally accepted. The matter of con- 
servation of irreplaceable oil and gas is 
primarily the right and responsibility of 
the respective states. Much concern has 
been expressed with reference to a possible 
conflict of authority in the administration 
of the Natural Gas Act and the adminis- 
tration of state conservation laws and 
rules and regulations. 


HE concept, and indeed the corner- 

stone, of interstate gas transmission, 
distribution, and sale to the consumers, has 
always depended upon long-term contracts 
supported by ample reserves of natural 
gas. There have been built up in the prac- 
tice of the Federal Power Commission in 
certificate cases requirements of proof of 
long-term sale contracts supported by 
known gas reserves of fifteen to twenty 
years’ supply. It appears to me that this 
has been a sound policy and was neces- 
sary in order to warrant the great financial 
expenditures in the building of transmis- 
sion lines, distribution systems, and con- 
version by the consumers to the use of 
natural gas. 

It is generally known that the fi- 
nancial markets and the thousands of 
security holders necessary in long-line 
financing have depended upon the sound 
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judgment of the Federal Power Commis- 
sion concerning the financial feasibility of 
these undertakings. The soundness of this 
approach has certainly warranted the con- 
fidence placed in the judgment of the Fed- 
eral Power Commission by the public. 


f Ben exercise of the right by the con- 
tracting parties to forecast the com- 
modity value of gas during the life of the 
contract has been an important factor in 
these agreements. Like other commodity 
values, the price of gas has increased with 
growing market demand and expanded 
transportation facilities. The American 
enterprise system of meeting such prob- 
lems by private contract, influenced by 
rugged competition, has afforded a large 
measure of assurance both to security 
owners and the consumers of gas. 

Now, since the independent producers 
and the transmission companies are 
natural gas companies subject to the same 
regulations, how will the long-range sale 
contract and dedication of gas reserves be 
affected? The right of a natural gas com- 
pany to sell its reserves was supported in 
a decision by the Supreme Court of the 
United States.? 

This case dealt with an interstate trans- 
mission company selling part of its own 
gas reserves. If an independent producer, 
now a natural gas company under the act, 
can likewise sell its reserves, how would 
this affect existing long-term sale con- 
tracts supported by a dedication of re- 
serves? This question might possibly 
bring into focus the financial stability of 
a very large industry, and this in addition 
to the influence it will have on future con- 
tracts and dedications. 





8 Federal Power Commission v. Panhandle East- 
ern Pipe Line Co. 337 US 498; 81 PUR NS 161. 
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With reference to all of these sugges- 
tions, my concern is the protection of the 
consumers and the owners of outstanding 
securities. 


iy is my considered judgment that the 

public interest requires changes in the 
Natural Gas Act. I will certainly not pre- 
sume in this discussion to suggest the ex- 
tent or the nature of the amendments 
needed. I am willing to leave this entirely 
to the wisdom and experienced judgment 
of Congress. 

To attain the highest degree of efficiency 
in regulation, mutual co-operation is es- 
sential. This co-operation should not only 
be mutual but must be voluntary and free 
of coercion. It should be practiced by the 
regulators and regulated alike. Trust and 
forbearance can replace much coercion 
and reprisal. A voluntary compliance with 
the law is every man’s duty. If the law is 
oppressive and bad it should be corrected. 

One of the most impressive stories con- 
cerning voluntary duty grew out of the 
First World War. A young soldier, whose 
wounded leg had just been amputated, was 
told by the medical officer, “‘Soldier, I am 
sorry you had to lose your leg,” to which 
the soldier replied, “I did not lose it—I 
gave it.” 
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I WOULD like to conclude with two para- 
graphs taken from a paper which I 
delivered in New Orleans last June :* 


The federal government is a creature 
of the several states and is a government 
of delegated and limited authority. The 
framers of the Constitution placed great 
emphasis upon retaining within the sov- 
ereign states all of the power not spe- 
cifically delegated to the central gov- 
ernment. The departure from the origi- 
nal concept of the framers of the Con- 
stitution has in many instances become 
appalling. The centralization of power 
in the national government has steadily 
increased in almost every field of ac- 
tivity. Regulation has been no exception 
to this rule... . 

In recent years, the national govern- 
ment... has grown and expanded in a 
manner which threatens the full exer- 
cise of power reserved to the several 
states. Under a favorable judicial and 
economic period this tendency has justi- 
fied much concern. It is very encourag- 
ing at this time that this trend has been 
recognized as harmful and measures are 
being taken to correct it. 

4“State and Federal Regulation of the Petroleum 


Industry.” National convention, National Oil Scouts 
and Landmen’s Association, June 18, 1954. 





When Preference Becomes Discrimination 


C6 AN outstanding characteristic of the American citizen is his 

sense of fair play. He doesn’t care for punches below the 
belt, or brass knuckles, or blackjacks, or people who force them- 
selves into a ticket line ahead of him. It ts part of his creed that 
he and his fellow citizens are all equals—-before the law, in the 
bleachers, at the ballot box. Special privileges of any kind are 
basically alien to him. This background may be partially responsible 
for many an informed citizen’s dislike of the so-called ‘preference 
clauses’ which were used in past administrations to promote the 


a9) 


spread of ‘federal power. 


—A. J. G. PRIEsT, 


Professor of law, University of Virginia. 
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A Fair Return for a Natural 


Gas Utility 


Investor confidence, prompt and adequate service, 
capital attraction, system expansion, compensatory rates, 
adequate earnings—the full complement of elements 
which, put together, make for a strong industry—are 
analyzed in this article, with particular emphasis on 
the state commission. 


REGULATORY commission has a duty 
to encourage good utility service as 
well as to prescribe reasonable 

rates. To provide prompt, adequate, and 
dependable service a utility must be finan- 
cially strong. Financial strength is re- 
quired to insure the confidence of inves- 
tors in the basic earning capacity of the 
capital that is already invested in the utili- 
ty, and to attract the necessary amount of 
new capital, on reasonable terms, to pro- 
vide for additions and replacements of 
facilities. 

*General counsel, Southern Counties Gas Com- 
pany of California. This is in substance a restate- 
ment of an address before the Pacific Coast Gas 


Association at Vancouver, British Columbia, Sep- 
tember 10, 1954. 
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A utility is in competition for the in- 
vestors’ money with other utilities and 
nonregulated businesses having compara- 
ble risks. The objectives are that investors 
will retain the utility securities they now 
own; they will make purchases in the mar- 
ket of securities between new issues; and 
they will buy large blocks promptly when 
new securities are offered. To develop fi- 
nancial vitality, therefore, a utility must 
pay a competitive return on its bonds and 
stocks. To enable a utility to pay competi- 
tive returns on the investment, it is essen- 
tial that the regulatory commission au- 
thorize it to charge compensatory rates 
for service. 

There is, of course, no guaranty of a 





























fair return—but only a guaranty of an 
opportunity to earn adequate compensa- 
tion—an elementary distinction, but one 
commonly overlooked. The compensation 
which the Constitution guarantees this 
opportunity to earn must be sufficient to 
reimburse the utility for operating ex- 
penses, depreciation, and taxes, plus a fair 
return. A fair return, being the wages paid 
for the use of invested capital, is just as 
much a part of the cost of rendering serv- 
ice as wages for labor. The utility’s return 
to be considered fair must meet the con- 
tracted financial requirements of its bonds 
and preferred stock, and the economic 
obligation to pay competitive dividends on 
the common stock while retaining some 
earnings in the business. 


en United States Supreme Court, 

more than thirty years ago, an- 
nounced the standard of finance to be used 
by commissions in authorizing a fair re- 
turn for a utility. The court declared in 
the Bluefield Water Works Case :? 


... A public utility is entitled to such 
rates as will permit it to earn a return 
on the value of the property which it 
employs for the convenience of the pub- 
lic equal to that generally being made 
at the same time and in the same general 
part of the country on investments in 
other business undertakings which are 
attended by corresponding risks and un- 
certainties; but it has no constitutional 
right to profits such as are realized or 
anticipated in highly profitable enter- 
prises or speculative ventures. The re- 
turn should be reasonably sufficient to 
assure confidence in the financial sound- 





1 Bluefield Water Works & Imp. Co. v. West Vir- 
ginia Public Service Commission, 262 US 679, 692-3; 
PUR1923D 11. 
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ness of the utility, and should be ade- 
quate, under efficient and economical 
management, to maintain and support 
its credit and enable it to raise the 
money necessary for the proper dis- 
charge of its public duties. A rate of 
return may be reasonable at one time 
and become too high or too low by 
changes affecting opportunities for in- 
vestment, the money market, and busi- 
ness conditions generally. 


R’™ making involves the balancing of 
the interests of both utility consum- 

ers and investors. Utility regulation serves 
as a substitute for competition, protecting 
the consumer from unreasonable charges 
that might result from monopoly, but con- 
currently affording the investor a reason- 
able return on his investment when com- 
pared with earnings on investments in 
other businesses with corresponding risks. 
The legal principles governing rate mak- 
ing are the outgrowth of economic facts. 
They seek to achieve reasonable prices and 
returns which would be the result from 
competition in the open market. The Su- 
preme Court has recognized the economic 
fact that a utility must procure capital in 
a competitive market, and consequently 
must pay investors a competitive return. 
Both investors and consumers are in- 
terested in a healthy utility. There are few 
utility consumers who are not also inves- 
tors in utilities, either directly or indirect- 
ly. Millions of policyholders in life insur- 
ance companies and depositors in banks 
have their money reinvested in utility se- 
curities. Those in control of funds avail- 
able for investment are careful and in- 
formed. They have freedom of choice in 
the multiple opportunities to put such 
money to work. Investors strive, by utiliz- 
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ing comparisons, to choose securities of 
regulated and nonregulated companies 
with the best earning capacity and pros- 
pects, considering risks. To be successful 
in this competition a utility must be per- 
mitted to earn a fair return which will win 
investor confidence and capital. 


‘on return is a flexible concept and 
not a static rule. For illustration, cur- 
rent economic conditions are controlling, 
and since 1900 the Supreme Court has 
approved returns ranging generally from 
6 per cent to 8 per cent on utility rate bases 
depending on the related economic cycle. 
In establishing the total dollar return 
to which a utility is entitled, regulatory 
agencies have multiplied the adopted utili- 
ty property rate base by a selected per- 
centage rate of return. Until recent years, 
excessive time and evidence in rate cases 
were devoted to the controversy over 
whether reproduction cost, or an original 
cost rate base reflecting accrued deprecia- 
tion, should be used. The importance of 
the rate of return element was overlooked 
even though an increase in the rate of re- 
turn from 6 per cent to 8 per cent is 
equivalent to an increase of $100,000,000 
in the valuation of a $300,000,000 utility 
property. 
Many commissions, with meager evi- 
dence on the measure of a just return, 
have fixed the return by intuition. Con- 
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sidering the relative magnitude of the rate 
of return element, it is essential that a 
sound and carefully objective approach be 
employed in its determination. After mul- 
tiplying the rate base by the rate of return 
allowed by a regulatory commission, the 
resulting compensation to be fair must be 
adequate to service the bonded debt, pay 
preferred stock dividends, and provide 
earnings on the common stock equity equal 
to that realized on other investments pos- 
sessing like risks. The measure of the 
earnings required on the common stock 
equity, when an investment-type rate base 
is employed, should not be confused with 
the current cost of common stock money. 

The current cost of common stock 
money is indicated by the relationship of 
available earnings to the market price of 
the stock, or the dividend yield on the mar- 
ket price. While these ratios indicate the 
terms which a new investor requires to 
devote his money to the business, that does 
not mean they should measure the return 
a utility owner should receive on the in- 
vestment in property already dedicated to 
public service. 


” domennnege in the over-all dollar return 

to meet changing economic conditions 
is a pragmatic requirement. Correlation 
with changes in economic conditions can 
be obtained by varying the rate base or the 
rate of return, so that the compensation 


utility consumers and investors. Utility regulation serves as a 


q “RATE making involves the balancing of the interests of both 


substitute for competition, protecting the consumer from un- 
reasonable charges that might result from monopoly, but con- 
currently affording the investor a reasonable return on his in- 
vestment when compared with earnings on investments in 
other businesses with corresponding risks.” 
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authorized for the utility will harmonize 
with earnings in nonregulated enterprises. 
To accomplish this result, however, the 
rate base and rate of return must be ex- 
pressed in consistent terms and units. 

First, if a rate of return is developed 
from the current or reproduction cost of 
capital it should be applied consistently to 
a current value rate base. The second ap- 
proach to rate of return is by analysis of 
earnings related to book investment. The 
profits of business in general are necessari- 
ly based upon investment since that is the 
foundation of accounting and financial re- 
porting. A rate of return measured by 
earnings on book investment should be ap- 
plied to an original cost or investment- 
type rate base. Advocates of the stable, 
original-cost-of-property rate base con- 
tend that the applied rate of return should 
be varied to permit utilities to earn a high 
return during inflation when other com- 
parable industries do, and to allow adjust- 
ments to place the utility’s earnings in gear 
during deflation when industries and util- 
ities are less prosperous. 


: demonstrate one valid method of 
determining a fair return, let us as- 
sume an investment-type rate base which 
is used by a majority of regulatory com- 
missions—the original cost of a utility’s 
property less existing depreciation. Seek- 
ing the measure of a fair return for a rep- 
resentative natural gas distribution com- 
pany requires (1) the development of the 
composite cost of money invested in the 
utility, and (2) the addition of an appro- 
priate allowance for efficiency of manage- 
ment. 
The actual costs of a utility’s bonds and 
preferred stock are readily ascertainable 
from its books, but an evaluation becomes 
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necessary to find the earnings required on 
the common stock equity component. In 
the Hope Natural Gas Case, the United 
States Supreme Court specified the stand- 
ard by asserting that “the return to the 
equity owner should be commensurate 
with returns on investments in other enter- 
prises having corresponding risks. That 
return, moreover, should be sufficient to 
assure confidence in the financial integrity 
of the enterprise, so as to maintain its 
credit and to attract capital.” 


she produce the court’s criterion re- 

quires the examination of the oper- 
ations and earnings of other comparable 
companies. In a recent study, 35 natural 
gas distribution companies were selected 
and a financial analysis made for the 5- 
year period 1949 through 1953. This 
group of utilities had an average capital 
structure comprised of 46 per cent bonds, 
5 per cent preferred stock, and 49 per cent 
common stock equity. When using other 
utilities as a measure, it is assumed that 
they are earning a fair return; and with 
current gradual inflation that is a con- 
servative assumption. This analysis 
showed that these test natural gas compa- 
nies earned an average return on their 
common stock equity of 11 per cent dur- 
ing the last five years. 

A utility owner’s common stock equity 
is comprised of paid-in amounts for com- 
mon stock and earned surplus reinvested 
in the business. A similar analysis of 1,700 
nonregulated manufacturing companies in 
the United States revealed that stockhold- 
ers experienced earnings that averaged 
more than 13 per cent on their common 
stock equity. This result is consistent with 


2 Federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 603; 51 PUR NS 193. 
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Fixing Rates for the Future 








ce 5. aenngneiees body should make rates that are valid for longer than 

the one future year used as the test period. Today, there is an 
inevitable decline in a utility's realized rate of earnings on property in 
service, because additions and replacements of facilities cost several times 
as much per customer as the average cost of the original property. This 
condition is aggravated in a growing utility. Some commissions have com- 
pensated for this erosion in earnings by allowing an additional amount in 

the rate of return.” 








the principle that risks of a business have 
a direct influence on the earnings which it 
must produce to induce investors to com- 
mit their money in the enterprise on favor- 
able terms—the higher the risk, the higher 
the rate of return required. 

This comparison also shows that earn- 
ings from utility operations of natural gas 
distribution companies are lower than 
those of manufacturing companies, and, 
in the zone of comparable risks, the utili- 
ties are at a current disadvantage in com- 
petition with nonutilities for venture capi- 
tal. Fairness requires that the utility stock- 
holder receive equal treatment for assum- 
ing risks like those taken by investors in 
unregulated business. In addition it is 


OCTOBER 14, 1954 





beneficial to the ratepayers to enable a util- 
ity to attract necessary capital at low cost, 
because ratepayers must pay the financial 
requirements as part of the cost of utility 
service. 


teen the typical capital structure 

of a retail natural gas company, the 
illustrative composite cost of money is 
7.13 per cent. The derivation of this cost 
of capital is: 





46% bonds costing 32% ............. = 1.49% 
5% preferred stock costing 5% ...... = .25% 
49% common stock equity at 11% ....= 5.39% 
Composite cost of money ....... 7.13% 


Some allowance, when justified, should 
be added to the composite cost of capital 
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to reward efficient management. The effi- 
cient and economical operation of a utility 
should benefit the ratepayers in lower rates 
for service, and the utility owner in a larg- 
er return. The efficiently managed utility, 
which is appraised highly by investors, and 
which has wisely timed its financing trans- 
actions to obtain bond and stock capital 
at low cost, should not be penalized by a 
rate of return limited to its composite cost 
of capital. Fairness requires that excellent 
managerial accomplishments be rewarded 
in an extra allowance above the normal 
rate of return. 

One check on the reasonableness of that 
7.13 per cent indicated rate of return is the 
average rate of return earned by the test 
group of 35 natural gas distribution com- 
panies on their average net investment in 
property, which was 7.4 per cent for the 
latest 5-year period. 


IX authorizing rates of return for nat- 
ural gas companies, utility commis- 
sions have recognized that such companies 
have greater risks than electric utilities, 
and are entitled to earn about a one-half 
of one per cent higher rate of return® 
The manifest risks related to sources of 
supply and the depleting natural gas re- 
source, the lower percentage of gross rev- 
enue remaining for operating income, the 
higher relationship of purchased gas cost 
to gross revenue, the lack of purchased- 
gas-cost automatic adjustment provisions 
in retail rates, the inflexible characteristics 
of the distribution pipeline system, the 
fluctuations in revenue attributable to 
weather, and the vulnerability to gas sup- 
ply and retail market competition, all pro- 





8 Pennsylvania Public Utility Commission v. 
North Penn Gas Co. (1945) 60 PUR NS 331, 336; 
Pennsylvania Public Utility Commission v. Peo- 
ples Nat. Gas Co. (1942) 43 PUR NS 82, 115. 
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duce greater risks to investors in the re- 
tail natural gas industry than in the elec- 
tric utilities. 

A regulatory body should make rates 
that are valid for longer than the one fu- 
ture year used as the test period. Today, 
there is an inevitable decline in a utility’s 
realized rate of earnings on property in 
service, because additions and replace- 
ments of facilities cost several times as 
much per customer as the average cost of 
the original property. This condition is 
aggravated in a growing utility. Some 
commissions have compensated for this 
erosion in earnings by allowing an addi- 
tional amount in the rate of return. In a 
recent natural gas rate case, the experi- 
enced declining trend in rate of return was 
measured at three-tenths of one per cent 
a year. 

To enable a utility to earn the 
adopted fair return for more than one 
year, the regulatory agency must provide 
for this known shrinkage due to high- 
cost property which fails to be self-sup- 
porting under current utility rates. Many 
economists think that the present level of 
high prices is not likely to recede, so this 
problem will continue. 


W: have measured a fair return for a 
typical natural gas utility by using 
several economic guides, and that return 
is what the company has the right and 
ability to earn. How much, however, will 
it be allowed to earn by the regulatory 
agency? Security analysts consider regula- 
tory attitude to be of major importance 
now in deciding which states offer the best 
opportunities for investment in utilities. 
Investors are free to choose the regulatory 
climate that is attractive to investment. 
Since a commission decides a rate case 
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on the evidence presented, it is manage- 
ment’s responsibility to provide competent, 
objective, and convincing evidence to en- 
able the regulatory authority to exer- 
cise enlightened judgment. Management 
should be a thermostat rather than a 
thermometer, and change the regulatory 
climate to make it favorable to investors 
by appeals to reason with the stubborn 
financial facts, rather than record the fiscal 
temperature after lack of proof has re- 
sulted in uninformed regulatory action. 


 meninagd commissions should be per- 

suaded to promote the general pub- 
lic interest by practicing the preaching of 
the farsighted committee on corporate 
finance of the National Association of 
Railroad and Utilities Commissioners. 
That committee recently declared as 
follows :* 


Good credit, if once lost by a corpora- 
tion, is seldom regained. At best, loss 
of prime credit standing results in in- 
creases in total capital costs. At worst, 
it will impair the quality of service and 
lead to a public reaction much more 
serious than any reaction against rate 
increases of the magnitude required to 





4Proceedings of the National Association of 
— and Utilities Commissioners, 1952, pages 
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restore the utilities’ financial position to 
the same level as in 1940. 

Today, as in the twenties, a critical 
appraisal of utility financing practices 
is called for to insure the financial 
soundness of these essential institutions 
in future years. Since the last war there 
has been a greater spread between the 
earnings of utilities and industry gen- 
erally than existed previously and if this 
spread is to be continued through hold- 
ing rates down to bare subsistence levels 
it is highly questionable if the public in- 
terest will be served in the long run. 

Similarly a wide gap has developed 
between general price, wage, and income 
levels and the level of utility rates. The 
commissions have been industrious in 
keeping rate increases to modest propor- 
tions—perhaps too much so—as is evi- 
denced by many repeats in applications. 
What might have to be done ratewise in 
order that the utilities will continue to 
be able to obtain the new capital needed 
on reasonable terms will still be far be- 
low the increase in general prices. The 
assurance of the ability to raise capital 
is, of course, vital to the public interest. 


A fair return for the $13 billion nat- 
ural gas industry will assure the benefit 
of high-quality service to consumers. 





a ee task ahead of us, one hundred and seventy-eight years 
later, is to re-establish that same understanding of self- 


control, self-direction, and self-reliance. As a member of American 
business, I would be among the last to deny that our spectacular 
progress in the areas of technology, research, and manufacturing 
techniques has not contributed to a betterment of mankind in a 
true Christian manner. But as a citizen of this land, vitally con- 
cerned with its continued success, I would be among the first to 
renew, encourage, and vitalize the spiritual side of our life to match 
the phenomenal growth of our material resources.” 


—C.iFForD F. Hoop, 


President, United States Steel Corporation. 
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Interior’s Oil and Gas Division 





And the Gas Industry 


The O&G division of the Interior Department was reconstituted in 

May, 1954, as the official successor to the Petroleum Administration 

for Defense (popularly known simply as PAD). The O&G division 

has inherited certain characteristics from its forebears. Its functions 

are a mixture of the advisory duties of the earlier division and the 
more administrative functions of PAD. 


By HUGH A. STEWART* 


T is important at this time to set out the 
part that the oil and gas division of 
the Department of the Interior is ex- 

pected to take in evaluating the gas phase 
in national security and defense. The im- 
portance of petroleum and its products in 
the national economy and in time of war 
is well understood. It was such an im- 
portant element that during World War II 
a special agency was established to co- 
ordinate the national effort in assuring an 
adequate supply of petroleum to meet the 
requirements of this country and its allies. 
During the war period, gas, although local- 





*Acting director, oil and gas division, Department 
of the Interior. For additional personal note, see 
“Pages with the Editors.” 
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ly of extreme importance, nationally was 
not a major element in the defense fuels 
supply. 

Since 1945 there has been a tremendous 
expansion in the use of natural gas. Many 
long, large-diameter pipelines have been 
built to move gas from the major produc- 
ing areas of the Southwest to the areas of 
large consumption in the Northeast, the 
Midwest, and California. The amount of 
natural gas alone marketed in 1953 was 
over twice that marketed in 1945. Many 
cities became largely dependent upon gas 
for domestic use. Large new residential 
areas were entirely dependent upon it. 
With the great increase in the amount of 
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gas available, there was greatly expanded 
industrial use. Some of the industrial 
users, particularly electric power plants, 
could shift readily from coal to oil to gas, 
and did for strictly economic reasons. 
Some manufacturing industries became 
entirely dependent upon it, particularly 
where absolutely clean and sharply con- 
trolled heat was essential. Many of these 
industries during the mobilization period 
were working on contracts for the Armed 
Forces. In the event of war this type of 
use would become essential ; some of it per- 
haps critical. It is obvious, therefore, that 
natural gas has at long last come into its 
own as a major fuel in our domestic 
economy, both in peacetime and in event of 
war. 


Ww" gas recognized as a vital muni- 

tion of war in defense planning, it 
must be given full consideration in all 
mobilization planning. This was accom- 
plished under the Petroieum Administra- 
tion for Defense by the establishment of a 
gas transmission and distribution branch, 
functioning under an assistant deputy ad- 
ministrator. This gas branch, staffed al- 
most entirely by executive and technical 
personnel drawn from the gas transmis- 
sion and distribution industry, was divided 
into three divisions : 

The gas planning division made short- 
term and long-term supply-demand studies 
of the natural and manufactured gas under 
mobilization conditions. These studies co- 
ordinated information on available sup- 
plies of natural and manufactured gas, the 
transmission and distributing systems 
necessary to make the supply available to 
the ultimate consumer, and information on 
the essential civilian and industrial de- 
mands. These studies made it possible to 
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identify areas of deficiency in supply and 
to determine the priority required for new 
construction projects for transmission and 
distribution. One of the outstanding con- 
tributions was the preparation of the most 
comprehensive study ever undertaken of 
gas requirements and supplies on a nation- 
wide basis. This study and report covers 
the 5-year period 1950-55. 

The gas operations division was set up 
to take all appropriate steps to insure that 
available quantities of natural and manu- 
factured gas were procured, transmitted, 
and distributed to civilian, industrial de- 
fense mobilization, and military consumers 
in appropriate order of preference based 
on relative essentiality. It initiated prepa- 
ration of orders and directives for control 
of gas transmission and distribution. One 
limitation order only was ever required. 
This division also determined, on the basis 
of relative essentiality, the order of 
priority in distribution of materials for 
consideration of new gas projects and 
analyzed applications for certificates of 
necessity for accelerated tax amortization 
in connection with such projects. 


HE gas facilities division had the func- 

tion of taking all appropriate steps 
necessary for the completion of approved 
projects for the transmission of natural 
gas, production of manufactured gas, and 
distribution. In connection with its work, 
this division determined the equipment and 
materials requirements of the gas industry 
for construction, maintenance, and opera- 
tion and in turn allocated to individual 
projects the materials allotted to the gas 
branch. In this connection it should be 
noted that the defense committee of the 
American Gas Association, under the 
chairmanship of J. French Robinson, 



























INTERIOR’S OIL AND GAS DIVISION AND THE GAS INDUSTRY 








Reorganization of the Oil and Gas Division 


— termination of the Petroleum Administration for Defense on 

April 30, 1954, the duties and responsibilities with respect to pe- 
troleum and gas delegated to the Secretary of the Interior under the De- 
fense Production Act have been assigned to the oil and gas division, ex- 
cept authority to impose orders and directives on industry, which ts re- 
served to the Secretary. In planning the oil and gas division full cogmni- 
zance was taken of the major importance of gas in our civilian and indus- 

trial economy.” 








made the first comprehensive study of the 
steel requirements of the gas industry. 
This study and report, made at the request 
of the director of the oil and gas division, 
was available about the time the Petroleum 
Administration for Defense was estab- 
lished and formed the only basis for the 
early efforts of the PAD to secure alloca- 
tions of steel and other materials for the 
gas industry. This study was later found 
to be entirely inadequate, particularly with 
respect to materials required for main- 
tenance, repairs, and operations. The gas 
operations division, as a result, made ex- 
tensive studies and prepared the first au- 
thoritative survey of all materials required 
by the gas industry, not only in construc- 





tion but for maintenance, repairs, and op- 
erations. 

The gas transmission and distribution 
branch made a very important contribution 
to the mobilization effort. It was able to 
accomplish this only by the active co-opera- 
tion of the transmission, manufacturing, 
and distribution segments of the gas indus- 
try. The reports and forecasts prepared by 
the gas branch, together with the informa- 
tion on materials required for proper 
functioning of the gas industry, provide 
an excellent foundation for any future 
emergency. 


Gu termination of the Petroleum Ad- 
ministration for Defense on April 30, 
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1954, the duties and responsibilities with 
respect to petroleum and gas delegated to 
the Secretary of the Interior under the 
Defense Production Act have been as- 
signed to the oil and gas division, except 
authority to impose orders and directives 
on industry, which is reserved to the Secre- 
tary. 

In planning the oil and gas division 
full cognizance was taken of the major im- 
portance of gas in our civilian and indus- 
trial economy. 


ene was made to include technical 
experts in gas transmission and distri- 
bution operations but at the close of the 
Petroleum Administration for Defense, 
only one employee of the entire gas branch 
remained to carry the work load with re- 
spect to gas transmission and distribution 
operations. The industry may be called 
upon to supply at least one technical ex- 
pert to cover that area of the oil and gas 
division’s responsibility. 

Building from the excellent foundation 
provided by the gas branch of the Pe- 
troleum Administration for Defense, the 
oil and gas division will maintain the basic 
information already accumulated. And 
looking into the future, the oil and gas di- 
vision will analyze and evaluate all in- 
formation on the actual and potential 
quantities of gas available to consuming 
areas in peacetime or in event of war, the 
transmission and distribution capacities of 
gas systems, and the governmental, domes- 
tic, and essential industrial demands for 
gas, particularly in wartime. These evalua- 
tions and forecasts will give full cogni- 
zance to the fact that gas transmission and 
distribution facilities are public utilities 
under control of the Federal Power Com- 
mission and individual state utility bodies. 
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The division’s experts in gas transmis- 
sion and distribution operations will con- 
tinue to make the analyses and prepare 
recommendations on the industry applica- 
tions for accelerated tax amortization on 
gas transmission and distribution projects 
and facilities. 

To secure the information necessary for 
proper evaluation and forecasting, the di- 
vision will, of course, rely upon data ac- 
cumulated by the Bureau of Mines, the 
Federal Power Commission, and state 
utilities bodies. In addition, the division 
expects to continue to rely upon the 
American Gas Association, the Inde- 
pendent Natural Gas Association of 
America, and other trade associations 
which prepare and publish gas data. 

These sources give a wealth of informa- 
tion of an historical nature and also on 
trends in the industry. To reach sound 
conclusions, however, the oil and gas di- 
vision must have direct contacts with the 
gas transmission and distribution indus- 
try which will be made through the Gas 
Industry Advisory Council and the Mili- 
tary Petroleum Advisory Board appointed 
by the Secretary of the Interior; by oil 
and gas division consultants appointed by 
the Secretary of the Interior and drawn 
from the gas industry to advise on special 
problems; and by direct personal contact 
with representatives of the gas industry. 


™ Military Petroleum Advisory 

Board was re-established by the Sec- 
retary of the Interior and functions under 
the Assistant Secretary-Mineral Re- 
sources, Honorable Felix E. Wormser. It 
is made up of outstanding technical lead- 
ers in the oil and gas industries. The board 
makes studies and gives advice on con- 
fidential oil and gas matters and problems 





















involved in defense planning to the De- 
partment of the Interior, the Department 
of Defense, and the Office of Defense 
Mobilization. 

For the first time, the board will include 
a gas transmission and distribution panel 
with appropriate committees and subcom- 
mittees to assure that all phases with re- 
spect to gas will be adequately covered in 
the work of the board. 

The oil and gas division will do its ut- 
most to maintain the co-operation with the 
gas transmission and distribution industry 
which was so successfully developed by the 
gas branch of the Petroleum Administra- 
tion for Defense. O&G will continue to 
make the technical analyses and recom- 
mendations on applications from the gas 
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industry for rapid tax amortization. The 
division’s staff will endeavor to keep 
abreast of developments in the gas indus- 
try to assure that the Secretary of the In- 
terior and his representatives in the De- 
partment of the Interior may have avail- 
able sound advice and information on the 
contributions of this industry in the na- 
tional fuel economy and what can be ex- 
pected of the gas industry in event of a 
national emergency. 


Linn this background of historical and 
current data and information on the 
gas industry, government will have a 
sound basis for prompt, effective, and 
realistic mobilization of this industry if an 
emergency arises. 





The Discovery of Natural Gas in America 


<4 A GrouP of boys, some gas seeping out of the ground along 
a creek bed, and a blazing firebrand combined to help put 
all of us in the natural gas business. 

“It happened in Fredonia, New York, some 130 years ago. A 
group of boys, in attempting to put out an oven fire in their back- 
yard, threw the blazing wood into the Canadaway Creek. Some 
embers landed against the far bank, a flame shot up, and natural 
gas was soon used for the first time in the United States. 

“Investigation by the boys’ parents, a little ingenuity in getting 
a pipe into the hole where the gas was escaping, and the gas was 
shortly being used to light their homes. Before long wooden logs 
were serving as pipes to carry the natural gas from a 27-foot well 
to light two Fredonia stores. This was the first commercial 


usage.... 


“The real foundation for the modern pipeline system that now 
carries gas throughout the nation was laid by the Indiana Natural 
Gas & Oil Company in 1891. It built two parallel lines from wells 
in northern Indiana to Chicago, 120 miles, and moved it with a 
starting pressure of 525 pounds per square inch. 

“New companies sprang up during the first thirty years of this 
century but the real boom in natural gas awaited development of 
the high tensile steel pipe that permitted transmission at extremely 


high pressures with safety.” 


—Excerpt from Consumers Power News, 
published by Consumers Power Co. 
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A Letter to the Marquis 
De Lafayette 








Using literary license, this author writes the Marquis 

de Lafayette, to tell him how it has gone in the gas in- 

dustry since Lafayette’s visit to Fredonia, New York, 

in the early days of the use of natural gas as a lighting 
and cooking fuel in this country. 


By GEORGE W. KEITH* 


o the Most Honorable Marie Joseph 
Paul Yves Roch Gilbert du Motier, 
Marquis de Lafayette. 

My Lord Marquis: 

Did you happen, sir, to read the letter of 
June 4, 1953, addressed to our mutual 
friend, Benjamin Franklin?" 

Extolling the numerous automatic 
servants today at the beck and call of all 
Americans, it was a brief stewardship re- 
port, but failed to mention the comparably 
incomparable Seven Servants of Gas 
brought to us through the co-operative 
effort of a free industry. Permit me to 
correct this omission. 

Inevitably, when tracing natural gas 
uses, the night in 1825 is recalled, when 
you visited Fredonia, in New York state, 





*Professional writer, resident in Cincinnati, Ohio. 
1“TLetter to Ben Franklin,” by George W. Keith, 
Pustic UTILities FortNIGHTLY, June 4, 1953, page 
769. 
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to find, to your astonishment, the city 
streets lighted, and your meal cooked by 
natural gas. 

The prominent role you played both in 
the birth of our nation, and that of natural 
gas use, entitles you, sir, to a recital of 
what we have done with this “Miracle of 
Stored Sunshine.” 

Indeed, it is thought, the nation and the 
industry owe you a deep debt of gratitude 
for bolstering our confidence in the cause, 
whose prize was this blessed land of the 
free and home of the brave. 

Somehow, the story of natural gas 
seems interlinked with that of our Re- 
public. 


wl you heard about General 

Washington, in 1763, taking possession 
of a tract in Virginia, finding gas in “a 
bituminous spring . . . so inflammable. . . 














as to burst forth as freely as spirits, and 

. nearly as difficult to extinguish .. .” 

Gas before that had been called 
“ghost” and “wild spirit” —‘“chaos,” hav- 
ing “neither volume nor shape.” 

For nearly 200 years it enjoyed the 
heights, suffered the depths, to finally 
emerge in triumph. 

Similarly, our nation was once only an 
idea, a ghost, a wild spirit, with neither 
shape nor volume, familiar with small suc- 
cesses, dire disappointments, but difficult 
to extinguish, earning a victory which left 
doubters and despots gasping. 

So the world gasps today at our gas in- 
dustry’s recent rapid ascent to sixth place 
(third among government-regulated in- 
dustries) with over $8 billion in assets 
among 1,090 companies employing some 
190,000 persons. 

And, it is not boastful to say that the 
top five could not have attained their re- 
spective stratospheric altitudes without 
the direct, or indirect, aid of gas, whether 
it be in producing the plowshares of 
peace, or the sinews to suppress strife. 

Further, it is virtually impossible to find 
any business not dependent on gas in some 
way. 

This is what has come out of Fredonia, 
sir; this is that which at first was met with 
raised eyebrows in certain quarters. 

“Une grande folie!” Napoleon called 
the plan to light London streets by manu- 
factured gas. 

The same kind of scorn he had for men 
being “endowed by their Creator with cer- 
tain inalienable rights,” the exercise of 
which, in our free atmosphere, has 
brought gas to its present high estate. 


it has required a free people to see in 
natural gas an instrument of divine 
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origin, and utilize it as was no doubt in- 
tended from its inception, through five 
billion years, during which it evolved 
through natural serene, but oftener cata- 
clysmic processes. 

For, nearly 3,000 years before Fre- 
donia the Chinese, overcoming supersti- 
tion, finally transmitted natural gas very 
short distances through bamboo pipes to 
manufacture salt from brine wells, using 
water buffalo and manual labor. Today 
they employ, for the most part, the same 
system. 

These great people, shackled to the war 
chariots of tyrant kings, have been too 
busy coaxing food from the earth between 
wars, to perpetuate despots’ divine rights, 
to bother about any gas the ground might 
hold. 


en also blinded the people 

who built a temple to Apollo on Mt. 
Parnassus, around what was merely an 
outpouring of purely natural gas, as was 
only recently revealed, after many cen- 
turies of ignorance. 

How different here. Yet, it was not un- 
til 1858 that popular doubt was somewhat 
dissipated when the Fredonia Gas Light & 
Water Works Company was formed to 
market natural gas. 

There were at that time some 300 
American companies already serving gas, 
made from coal, to 5,000,000 customers, 
about one-sixth of our population; long 
before this manufactured gas had been in 
use in many parts of the continent. 

And, today approximately 100 Ameri- 
can companies still serve this kind of gas 
solely, while stili others mix it with nat- 
ural gas to meet unanticipated demands. 

Our first gas companies had difficulty 
in getting started. Intrepid men of 
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vision formed them, selling shares to low 
wage earners, who invested small sums, 
a little at a time, on the strength of the 
company officers’ integrity. 

I know of one widow, a charwoman, 
who, on this piecemeal $5 basis raised and 
educated two sons on gas earnings, and 
who died leaving a substantial estate. This 
was duplicated many times over. Of such 
were the humble beginnings of the gas 
industry. 

Shortly after Fredonia gas came on the 
market a regrettable fratricidal 4-year 
war threatened to extinguish our national 
flame, and hindered development of nat- 
ural gas for a number of years. 

The most ambitious postwar effort oc- 
curred in 1870 when a 25-mile wooden 
8-inch pipeline was laid from West 
Bloomfield to Rochester, New York. This 
was not a success. 

Natural gas was neither understood nor 
widely used during the rest of the century, 
and was considered a menace and nui- 
sance. So much so that in Pennsylvania, 
Ohio, Kentucky, and West Virginia nu- 
merous oil drillings brought in gas, but 
were allowed to burn themselves out. No- 
body knows how many billions of cubic 
feet of gas were wasted thus. 

A notable exception was in 1872—the 
2-inch iron pipeline to Titusville, Pennsyl- 
vania, five and a half miles in length. 
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At that time there was much confusion 
and irresponsibility, with free gas offered 
to industry to locate in certain areas, and 
being sold at ridiculous rates, elsewhere, 
later corrected by legislation. 


—_ manufacturers, at Pittsburgh, 
seem to have realized early the nature 
of the force they were harnessing. The 
gas industry has paid back this debt many 
fold in consuming staggering tonnages of 
steel in ever-increasing quantities and 
varying uses. 

A forerunner of this, in 1891, were two 
parallel wrought iron, 8-inch pipes, which 
Indiana Natural Gas & Oil Company ran 
120 miles to Chicago; the world’s first 
high-pressure natural gas line, 525 pounds 
to the square inch. 

Next year Colorado started to use the 
gas it discovered thirty years previously. 

Then came another attempt to alter our 
inalienable rights, asserted too, for North 
and South America, as progress in natural 
gas development was arrested while we 
dealt with the transgressor. 

Our 13 states had grown to 48 states 
and territories, covering 3,000,000 square 
miles. Gas was coming out of the ground 
in Arkansas, Texas, Kansas, Missouri, 
California, Louisiana, and Oklahoma in 
vast quantity. To get it out was compara- 
tively easy. 


ascent to sixth place (third among government-regulated in- 


q “ . . the world gasps today at our gas industry’s recent rapid 


dustries) with over $8 billion in assets among 1,090 companies 
employing some 190,000 persons. And, it is not boastful to say 
that the top five could not have attained their respective strato- 
spheric altitudes without the direct, or indirect, aid of gas, 
whether it be in producing the plowshares of peace, or the 


sinews to suppress strife.” 
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To get it to the lush northern and east- 
ern markets over every imaginable kind 
of terrain seemed insurmountable. 

The steel and gas folks were working 
feverishly on the problem, however, along 
with the U. S. Bureau of Mines; and this 
teamwork produced in 1920 the first high- 
tensile-strength, thin-wall, large-diameter 
transmission pipe in quantity. 

American imagination was fired. 
Transmission people labored to bring nat- 
ural gas to local distributors, who started 
expanding vastly to bring natural gas to 
as many as possible; and gas appliance 
manufacturers employed the best brains 
to provide efficient means to utilize this 
God-sent “spirit.” 

Out of chaos was emerging order; out 
of order, utility; out of utility gas service 
on a plane higher than known anywhere 
in the world. In a quarter-century natural 
gas use increased about 20 per cent over 
all other fuels, and is considered today by 
many to be superior to, and cheaper than, 
others. 


6 Ben offspring of little Fredonia are 

now bringing Seven Servants to 
homes, and more than 25,000 uses to in- 
dustry; more than 27,000,000 patrons in 
every state, over 20,000,000 of whom use 
natural gas. There are an additional esti- 
mated 6,500,000 getting liquid petroleum, 
which is also a natural gas, in areas beyond 
city mains; these bring gas industry assets 
up to $12 billion. 

This “fastest-growing industry” is in- 
creasing at the rate of a billion dollars a 
year, and adding a million new customers 
a year. 

How has the gas industry accepted this 
prosperity? Has it grown arrogant, in- 
toxicated with its position? 


A LETTER TO THE MARQUIS DE LAFAYETTE 


You, sir, have doubtless seen many in- 
stances wherein the responsibility inherent 
in the acquisition of great power was com- 
pletely ignored. Governments, organiza- 
tions, men arrogate to themselves places 
above mere mortals, brooking no inter- 
ference, accepting no restraint. 

There was a time when this was the 
order of the day; but not now. Not for 
long in these United States, where certain 
inalienable rights are recognized, upheld, 
and prevail. 

The gas industry has found prosperity 
lies in self-policing and accepting regula- 
tions laid down by local, state, and federal 
authority, for the good of all, while 
adamantly refusing to submit to arbitrary 
rulings. 

All the moral and legal persuasive 
power of the American Gas Association’s 
7,500 members stands behind this, to pro- 
tect the rights of millions of shareholders, 
whose investments enabled the industry to 
garner revenues last year of $2,741,899,- 
000, netting $380,000,000—less than 5 
per cent of plant and equipment value. 


gS? Frank C. Smith, a former president 

of AGA, “Our great industry—great 
in size and resources—came nearer than 
ever to a full realization of its equally 
great responsibilities and opportunities 
...” (Italics supplied. ) 

Placing responsibility first is fast be- 
coming the accepted enlightened view of 
all American industry, offering the back 
of the hand to self-seekers. 

Disavowing any single segment which 
might claim credit for industry accom- 
plishments, Smith added, it is “a united 
industry, with each element aware of its 
interdependence with the other, presenting 
a solid front, and determined effort to 


OCTOBER 14, 1954 














PUBLIC UTILITIES FORTNIGHTLY 














The Growing Traffic of Gas 





ac ewer is strained to picture the geological, mechanical, and 
laboring skills entailed in conveying gas from 29 states and Canada 
to 43 states; conquering the winds and waters of four seasons, within a 
temperature range of 100 degrees, or more; sealing the lengths together 
electrically; coating each length six times, a quarter-inch, burying them in 
accurately prepared trenches, and covering them against the outer ele- 
ments, and time; and patrolling above the lines—men constantly alerted 
for leakages and other disturbances.” 





maintain and improve its markets and 
services.” 

You will be interested I know, sir, in 
how this association came into being. 


a in the infant gas industry, noting 
the hectic state of affairs which 
threatened to ruin not only the embryonic 
natural gas business, but the manufactured 
gas as well, realized the industry needed 
the same kind of unity and direction which 
made our nation great. So the American 
Gas Light Association was formed in 
1872. (This was succeeded by the present 
AGA in 1927.) 
It was formed to protect the industry 
against itself and against unscrupulous 
outsiders. But all its energies and resources 
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were soon needed to combat the newly 
invented incandescent electric bulb’s bid to 
light the world. 

It was a cruel blow to those who 
dreamed of gas performing that function, 
but the ingenuity of the AGLA succeeded 
in convincing its members of the futility 
of opposing this new wonder, and con- 
centrating on gas for cooking meals and 
heating water. 

This succeeded to the extent that gas 
revenues were $25,000,000 in 1900, with 
any natural gas consumed coming no far- 
ther than 300 miles, chiefly from Penn- 
sylvania. 


BY 1909 pipeline diameters had reached 
16 inches, and a 20-inch line was run 





















from West Virginia, 185 miles to Cin- 
cinnati, Ohio. 

Certain false prophets, in 1911, did not 
help expansion, by demanding drastic con- 
servation of natural gas, because they 
claimed the supply was about exhausted. 


A FURTHER setback to natural gas oc- 
curred when, in 1917, the greatest 
threat to our inalienable rights, and those 
of the world, caused us to send men and 
arms to help pay our debt to you and your 
beloved France. 

Then came a 24-inch seamless pipe in 
1931, the first 1,000-mile transcontinental 
line carrying Natural Gas Pipeline Com- 
pany’s Texas gas to Chicago’s Peoples 
Gas Light and Coke Company. And 
in the same year capital Washington re- 
ceived its first natural gas through Wash- 
ington Gas Light Company. 

The world was in the tentacles of a great 
depression, brought on by the contagious 
malignancy of war. Hope was at its very 
nadir. Yet the gas industry, demonstrating 
its faith in the future, but with how many 
secret qualms will never be known, built 
7,700 miles of steel pipe, at $41,350 per 
mile, and at a total of $318,265,000, using 
about 75 per cent of available steel. 

An aroused Congress, taking cognizance 
of unscrupulous opportunists’ actions, 
acted, after the mills had ground with 
their traditionally careful slowness, to pro- 
tect the public and industry’s inalienable 
rights. 

So that today, among numerous other 
safeguards, anyone contemplating build- 
ing or operating pipelines must convince 
the Federal Power Commission of the 
necessity, have proof of supply, prove a 
substantial market exists, and above all 
furnish proof of integrity. 


A LETTER TO THE MARQUIS DE LAFAYETTE 


Pose on the heels of the economic 

slump it became necessary to again 
chastise presumptuous threats to extin- 
guish our flame, and blot out all you and 
we had done to free morality from per- 
petual darkness. 

To that end the United States govern- 
ment, assisted by the numerous arms of 
the gas industry, built, in one short year, 
a 24-inch, 1,340-mile pipeline from Texas 
to Philadelphia, costing $78,500,000, and 
made to carry crude oil. 

Called the Big Inch, it arrived in time 
to thwart enemy submarine sinkings of 
tankers, and was followed by the Little 
Big Inch, a 1,475-mile, 20-inch gasoline 
and oil line, to New Jersey. This cost 
$67,300,000. 

Texas Eastern Transmission Corpora- 
tion bought both these after the war, for 
a record cash price of $143,127,000. After 
converting them to gas use, and establish- 
ing compressor stations every 100 miles, 
natural gas is shot through them at a speed 
of from 14 to 25 miles per hour. Shades 
of Fredonia! 

Performing heroic war service Tennes- 
see Gas Transmission Company also con- 
structed a $54,000,000 line from Texas, 
1,265 miles to West Virginia. 

Texas Panhandle natural gas reached 
California’s Southern Counties Gas Com- 
pany and Southern California Gas Com- 
pany via E] Paso Natural Gas Company’s 
Biggest Inch, 1,200-mile, 24-, 26-, and 30- 
inch line. 

Two years later the world’s largest di- 
ameter, 34-inch, Super Inch line for high- 
pressure natural gas, formed a 502-mile 
segment of a 1,600-mile line, carried gas 
from Texas and New Mexico to the Pa- 

cific Gas and Electric Company’s northern 
and central California outlets, at a cost of 
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$75,000,000, including compressor sta- 
tions, with a potential of 400,000,000 cu- 
bic feet daily, and another 300,000,000 in 


the offing. 

_— iemageeneeas New York city finally 
got its first considerable supply of 

natural gas in 1951. This came 1,840 miles 

from Texas via the $235,000,000 Trans- 

continental Gas Pipe Line Company’s fa- 

cilities. 

Manufactured gas folk in New England 
have shown resentment to the “encroach- 
ment” of natural gas, which was but re- 
cently brought to some of these states. 
Parts of this region, the extreme north- 
western Pacific states, and the Florida 
peninsula are expected to come into the 
natural gas family shortly, either through 
U. S. or Canadian lines. 

It is significant that any opposition to 
natural gas as a competitor to other fuels 
is voiced in the courts, in striking contrast 
to the bloodshed suffered by other indus- 
tries, earlier in our national pioneering 
efforts. 

Only larger transmission operators are 
listed here, exemplifying the titanic nature 
of this arm of the industry, which spent 
nearly $3 billion on new construction and 
expansion in a recent 5-year period. 

Pipelines aggregate 444,000 miles, 18 


| 
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times the circumference of the earth, one 
of the world’s largest transportation sys- 
tems; each year 5,000 miles are being 
added. Already one of the steel industry’s 
best patrons, 7,300,000 tons, costing over 
$10 billion, are estimated as required in 
the next four years. Annual transmission 
revenues are about $1 billion. 


MAGINATION is strained to picture the 
geological, mechanical, and laboring 

skills entailed in conveying gas from 29 
states and Canada to 43 states; conquer- 
ing the winds and waters of four seasons, 
within a temperature range of 100 de- 
grees, Or more; sealing the lengths to- 
gether electrically; coating each length 
six times, a quarter-inch; burying them 
in accurately prepared trenches, and cov- 
ering them against the outer elements, and 
time; and patrolling above the lines—men 
constantly alerted for leakages and other 
disturbances. 

Before transmission, however, comes 
production. It requires true pioneer cour- 
age to spend $100,000 to sink a well, with 
one chance in nine of a strike, and with 
only one in forty profitable. 

To date 70,000 wells have been drilled, 
the production last year being about 8.4 
trillion cubic feet, an all-time record, and 
expected to double itself in ten years. 


“THE gas industry has found prosperity lies in self-policing 
and accepting regulations laid down by local, state, and fed- 
eral authority, for the good of all, while adamantly refusing 


to submit to arbitrary rulings. All the moral and legal persua- 
sive power of the American Gas Assoctation’s 7,500 members 
stands behind this, to protect the rights of millions of share- 
holders, whose investments enabled the industry to garner reve- 
nues last year of $2,741,899,000, netting $380,000,000—less 
than 5 per cent of plant and equipment value.” 
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These wells cover about 30,000 square 
miles, or one per cent of the total U. S. 
area. How much gas lies under the un- 
surveyed 99 per cent can only be conjec- 
tured. A far cry, sir, from Fredonia. 

In fact, natural gas is being brought to 
distributing centers in such quantity and 
so rapidly that it would require more than 
25,000 storage plants to contain it. 

To meet this load depleted mines, gas 
and oil wells are used to store, possibly 
500,000,000 cubic feet at a time, and are 
drawn upon by local utilities to meet win- 
tertime peaks. And, a miracle occurs when 
more gas is withdrawn than was pumped 
in. 


would be impossible to list all of the 
physical, besides mental and financial, 
obstacles which must be hurdled in bring- 
ing a well to fruition—furnishing Seven 
Servants of gas to over 120,000,000 
Americans, or 15,000,000 Canadians. 

These Seven Servants finally reach con- 
sumers through 225,000 miles of under- 
ground city mains, 50,000 miles of service 
pipe, and 250,000 miles of smaller pipe, 
in structures. 

The product of these hard-earned drill- 
ings has increased our energy potential 
2,000 times over that of the Declaration 
of Independence days, when we asserted 
our inalienable rights. 

One-tenth of the world’s population, 
through natural gas we are served with 
half the world’s energy, produce half its 
materials! 

As for cost—rates vary with local con- 
ditions. In Cincinnati, for instance, gas 
costs 20 per cent less than it did twenty 
years ago; the Seven Servants cook our 
meals, heat our homes and buildings, heat 
water, furnish refrigeration, air condition 





A LETTER TO THE MARQUIS DE LAFAYETTE 


homes and every kind of structure, dry 
the laundry, and incinerate our waste—all 
automatically. 

Gas is the fuel which cooks meals for 
33,000,000 families daily; your Fredonia 
meal was the forerunner of guest meals 
cooked by gas—65,000,000 meals daily, in 
more than 95 per cent of public dining 
places. Annually 22,000,000 gas ranges are 
purchased. 


HE flint and tinder of Fredonia have 

been replaced by another symbol of 
our inalienable rights, an ignition flame— 
a pilot light which is practically inextin- 
guishable. It lights the burner when the 
gas is turned on. No match, no tinder, no 
hot ash from the fireplace. 

This flame starts the fire which heats 
the home, office, or factory at even tem- 
perature in severest weather, entirely. Not 
like the grate fire of that chilly 2 a.m. in 
June, at Fredonia. No more warm chests 
and cold backs. Just the flick of a thermo- 
stat control; no ashes, no soot, no smoke, 
nor arduous firing. 

So does the flame cause water to be 
heated for luxurious baths, laundry, and 
household sundry uses, at the mere turn of 
a spigot, for 18,000,000 homes and indus- 
tries. 

Four million families depend on this 
flame to provide automatic cold to pre- 
serve precious food. No more cutting ice 
on the lake, or river, and uncertain storage 
against torrid weather. 

And, torridity and humidity are frus- 
trated through air-conditioning units, 
maintaining low, dry temperatures in 
homes, offices, and factories. No more ex- 
haustion from fanning fevered brows. 

The same flame starts gas-heated air 
racing through steel cabinets, drying the 
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family wash in a matter of minutes, while 
an automatic incinerator disposes of waste 
in a clean, sanitary way. 

Gas appliances are produced by 600 
companies, mostly members of the Gas 
Appliance Manufacturers Association. 
They serve 3,000 wholesalers, who market 
their product through 60,000 retailers. 


Ger, performance, durability, and 

beat'ty, in that order, are the concern 
of all the industry. Appliances are built 
so that, in most cases, if any part of the 
automatic process does not function, the 
whole will not operate, as the flow of gas 
is arrested until the fault is corrected. 

Last year the AGA Laboratories tested 
some 4,500 new appliances, some under- 
going as many as 500 tests before being 
approved. 

Their performance has been mentioned 
briefly, their beauty must be seen to under- 
stand, their utility is simply beyond and 
above description. 

Demands for these appliances and their 
expanding uses often tax local utilities’ 
resources to the limit to provide service, 
and keep constant checks for safety, along 
with top efficiency. 

Consumption is multiplying so rapidly, 
one might ask how long the supply will 
last. To which geologists for the Inde- 
pendent Natural Gas Association of 
America, the AGA, and government reply 
that there is enough underground and off- 
shore in the tidelands to last 100 years, or 
more. 
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It is hoped you are happy, sir, that your 
valor has not been in vain, for Providence 
has given us a land of plenty which pro- 
duces more food, of better quality, and 
greater variety, for more people than any 
other nation on earth. 

Also, sir, when flood, famine, or other 
severe disaster strikes one section of the 
nation, another section of this great coun- 
try has been able to feed and clothe the 
stricken area; something which no other 
nation can do. 

In this, gas, entering as it does in every 
phase of our lives, has played a large con- 
tributing part; while America has been 
making gas great, gas has done its share 
in making America great. 


i ee “wild spirits,” as it were. And 

we all know that it is only because 
America and you, sir, fought for, and ob- 
tained for us certain inalienable rights, 
that these spirits exercised their affinity 
which enabled us to discover and bring 
to the use of all of us, gas from the ground 
in immeasurable volume. May their twin 
flames never die! 

Thank you, sir, for your part. And, re- 
flect, if you will, how the 700,000,000 peo- 
ple of China and Russia would benefit 
were another Lafayette to help bring them 
freedom to use their inalienable rights to 
enjoy the fruits of this same “wild spirit,” 
which has been lying dormant through 
the centuries, under 12,000,000 square 
miles of oppression. It is something the 
world hopes and prays for. 





“. .. im the last quarter-century natural gas has come into its own. Today, 
this ‘stored sunshine’ is an authentic, modern miracle revolutionizing the 


habits of the American people.” 
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—GARDNER SYMONDS, 


President, Tennessee Gas Transmission 


Company. 
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Washington and 


the Utilities 


Gas Attack on FPC Rules 


A BARRAGE of argument greeted the 
members of the Federal Power Com- 
mission in the hearings on September 22nd 
and 23rd on numerous protests and peti- 
tions for a rehearing on the commission’s 
Order 174-A. This was the order setting 
forth the rules under which the commis- 
sion proposes to carry out the implications 
of the U. S. Supreme Court decision in the 
celebrated Phillips Petroleum Case on 
June 7th (3 PUR3d 129). Over a 
hundred gas and oil producers were repre- 
sented at the hearings and a battery of 
legal experts fired away at the commis- 
sion’s rules on various grounds, ranging 
from pleas that they were invalid and un- 
constitutional to criticism that they were 
impractical and not workable. 

There were also suggestions that the 
enforcement should be delayed and that 
some producing company operations might 
well be distinguishable on the facts from 
the jurisdictional premises underlying the 
Phillips decision. 

Despite the chorus of protest, disin- 
terested observers were inclined to antici- 
pate that the commission would not back 
down on enforcement of the rules to the 
























extent of rescinding them. There was even 
considerable skepticism that the commis- 
sion would consider any extension or de- 
lay. The principal arguments presented by 
the oil and gas producers against the FPC 
rules were along the following lines: 


1. The commission has no authority 
under the Natural Gas Act to fix rates 
retroactively. Therefore, the FPC order 
freezing producer rates as of June 7th was 
invalid. 

2. The Supreme Court’s decision applied 
only to “all wholesalers of natural gas in 
interstate commerce.” Therefore, the FPC 
rules seeking control of all sales for resale 
(by producers and gatherers) of gas which 
might eventually find its way into inter- 
state commerce exceeds the requirements 
of the Phillips decision. 

3. The Natural Gas Act exempts from 
FPC jurisdiction the physical properties 
involved in the production and gathering 
(as distinguished from interstate sales 
for resale). So, the FPC rules seek to 
nullify this exemption by undue extension 
of FPC control. 


4. Producers and gatherers, in any 
event, are not required under the Natural 
Gas Act or the Phillips decision to obtain 
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certificates of convenience and necessity 
from the FPC in order to operate. There- 
fore, the FPC rules are invalid to the ex- 
tent that they would (by using the cer- 
tificate approach) bring physical produc- 
tion and gathering facilities under federal 
regulation. 

5. The FPC has no authority to deny 
producers an opportunity to withdraw (by 
virtue of an escape clause in a contract, 
or by abandonment) from any transaction 
which would make them subject to FPC 
regulation and which would require FPC 
permission to abandon facilities never be- 
fore certificated by FPC. 


ea pleadings by some of the at- 
torneys representing large producers 
also developed a number of procedural 
objections. Rex G. Baker, attorney for 
Humble Oil & Refining Company, devoted 
a large part of his argument to an attack 
on Order 174-A because of its effect on 
escalator provisions in various gas supply 
contracts now used by independent pro- 
ducers. He said it would prevent escalator 
clauses which had been written prior to 
June 7th from going into effect on 
schedule. 

The commission has no right to do this, 
Baker asserted, because escalator provi- 
sions are an integral part of the original 
sales price agreed upon by both the pro- 
ducers and the purchaser of natural gas. 
Escalator clauses call for periodic changes 
in the price of natural gas sold by the pro- 
ducer. He declared the FPC’s order, if not 
revised, would cause many independent 
producers to withdraw from interstate 
commerce. Eventually, he said, it would 
result in higher prices to the consumers. 

Clayton L. Orn of Ohio Oil Company 
said the commission’s order was invalid 
because it was “adjudicatory in nature” 
and should not have been put into effect 
without prior notice or public hearings. 


OCTOBER 14, 1954 


PUBLIC UTILITIES FORTNIGHTLY 





He also criticized the retroactive feature 
of the rate freeze. 

John F. Jones, attorney for Stanolind 
Oil & Gas Company, said the order would 
compel producers to continue sales beyond 
the termination of contracts when pro- 
ducers might wish to cease such sales. 

After the companies had finished their 
presentation, the FPC general counsel, 
Willard W. Gatchell, concluded the argu- 
ments in support of the commission rules. 


O* September 24th, the Federal Power 
Commission decided to extend the 
controversial deadline from October to 
December Ist. It also promised an early 
decision on proposed changes in its reg- 
ulations covering independent natural gas 
producers. 

After hearing arguments of the gas 
producers against its controversial new 
rules, the commission made only this one 
immediate concession. It extended to De- 
cember Ist the deadline for the producers 
to file data the new rules require, both as 
to rate schedules and certificates of con- 
venience and necessity. Originally, these 
papers were supposed to be in by October 
Ist. 

Delay of the filing was only one of the 
changes demanded by the gas men in the 
new regulations. As noted above, their 
main fire was directed at the rule which in 
effect “freezes” their rates as of last June 
7th. The commission said it would decide 
“as quickly as possible” whether to accept 
or reject the various proposed changes. 
By December Ist, the composition of the 
84th Congress and the possibility of a re- 
vival of the “Kerr Bill” might come into 
better focus. 

¥ 


Politics and the AEC Power 


Contract 
A had a meeting with the TVA on 
September 27th to go over details of 
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the controversial Dixon-Yates contract. 
This is the contract under which a syndi- 
cate of utility interests would build a 
power plant at West Memphis, Arkansas, 
to supply TVA with power for replacing 
electricity sold by TVA to AEC at another 
location. 

At the conclusion of this meeting it was 
believed likely that the contract would be 
signed. It would have to be signed before 
it could be cleared by the Joint Committee 
on Atomic Energy, as required by the re- 
cently amended federal law. Chairman 
Cole (Republican, New York) of the joint 
committee hoped that this could be done 
some time early in October. 

It appeared, therefore, that the adminis- 
tration had decided to go through with 
the much-discussed contract despite the 
avalanche of political opposition engaged 
in a desperate effort to block the acceptance 
of the arrangement by the AEC. These 
blasts came from so many different quar- 
ters, and were so obviously political in 
character as to indicate that the concerted 
drive was based on election campaign 
strategy. 

Tennessee’s two Senators and governor 
pleaded for suspension of the negotiations 
pending investigation of strategically 
timed allegations of irregularities by dis- 
sident ex-utility employees. Representative 
Celler (Democrat, New York) demanded 
that the Securities and Exchange Commis- 
sion hold up the financing of the deal by the 
private utility interests. (Middle South 
Utilities, Inc., got SEC OK on common 
stock issues after pointing out that no part 
of the proceeds would be used for the 
AEC transaction.) Senator Langer (Re- 
publican, North Dakota), long-time critic 
of the private power companies, threatened 
to bring his Senate Judiciary subcommittee 
on monopoly into the act, notwithstanding 
the Senate’s refusal to give him any funds 
for such a probe. 


WASHINGTON AND THE UTILITIES 


6 kn left-wing magazine, The Nation, 
got out an entire issue, entitled “The 
Great Giveaway,” in which the contract 
was given prominent mention and detailed 
critical analysis by a series of contribu- 
tors which included public power bloc 
Senators Hill (Alabama), Gore (Tennes- 
see), Kefauver (Tennessee), Morse 
(Oregon), and Lehman (New York), 
as well as ex-FPC Chairman Leland 
Olds, and ex-Reclamation Commissioner 
Michael Straus. There was also a sug- 
gestion by the magazine management that 
quantity reprints were available. 

Despite all these political fireworks, the 
issue did not seem to be getting much re- 
action outside of the TVA area. The ad- 
ministration officials had apparently de- 
cided to go into the campaign with an ac- 
complished fact, rather than give support 
to a campaign charge by the political op- 
position that the AEC had been forced 
to back down under fire. 

Nevertheless, on the basis of the Langer 
committee hearings, Senator Kefauver 
called for a new utility investigation to 
“see what has happened” since the Hold- 
ing Company Act was passed. Senator 
Kefauver claimed that the testimony has 
already led the Federal Power Commis- 
sion to look at the books of the Mississippi 
Power & Light Company. 

Senator Kefauver based his charge on 
testimony of J. D. Stietenroth before the 
Senate Antimonopoly Subcommittee in- 
vestigating the proposed Dixon-Yates con- 
tract. Mr. Stietenroth, ousted secretary- 
treasurer of the Mississippi Power & Light 
Company, was recalled for a fourth 
appearance before the subcommittee. 

Mississippi Power & Light is an operat- 
ing subsidiary of Middle South which, 
along with the Southern Company, makes 
up the Dixon-Yates syndicate. President 
Eisenhower has directed the Atomic En- 
ergy Commission to negotiate a contract. 
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McConnaughey Named to 
Head FCC 


a appointment of George C. Mc- 
Connaughey as a member and chair- 
man of the Federal Communications Com- 
mission continues the Eisenhower admin- 
istration’s policy of reaching into state 
regulatory commissions for men to fill 
vacancies on federal regulatory agencies. 
McConnaughey, a Republican, was chair- 
man of the Ohio Public Utilities Commis- 
sion from 1939 to 1945 and assistant di- 
rector of law for the city of Cleveland 
from 1926 to 1928. He has been chairman 
of the Defense Contracts Renegotiation 
Board since December 1, 1953. 

McConnaughey was named to fill the 
unexpired term of George E. Sterling, 
who resigned because of ill health. The 7- 
year term expires July 1, 1956. The ap- 
pointment brings the FCC to its full 
strength of seven members, four Republi- 
cans (McConnaughey, Hyde, Lee, and 
Doerfer), two Democrats (Hennock and 
Bartley), and one Independent (Web- 
ster). 

The policy of rotating the chairman- 
ship will be continued, according to White 
House sources. Commissioner Hyde, 
whose term as chairman ran out last June, 
has been serving as acting chairman. Mc- 
Connaughey is the fifth state regulatory 
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commissioner to be appointed to a federal 
regulatory agency by President Eisen- 
hower. The others were John C. Doerfer 
of Wisconsin (FCC), Jerome Kuykendall 
of Washington (FPC chairman), Fred- 
erick Stueck of Missouri (FPC), and 
Owen Clarke of Washington State (ICC). 
McConnaughey, in addition to his consid- 
erable regulatory experience, also served 
as president of the National Association 
of Railroad and Utilities Commissioners 
in 1944. 


* 


FCC May Modify TV Rules 


— the independent telephone indus- 
try and the Bell system are showing 
some concern over the possible financial 
effects of a new rule proposed by the Fed- 
eral Communications Commission. The 
FCC proposes to amend its rules and reg- 
ulations governing television and aux- 
iliary broadcast stations to permit the 
commission to authorize at its discretion 
and on an interim basis some TV stations 
to operate their own intercity relay aux- 
iliaries in preference to using more costly 
common carrier facilities. The purpose of 
the proposed change in the rules is to stim- 
ulate development of live TV network 
service in less densely populated areas. 
Under the present rules, television in- 
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tercity relay stations are authorized only 
as a temporary measure until such time as 
adequate common carrier facilities are 
available. Heretofore, an applicant has 
been required to show that the appropriate 
common carrier or common carriers serv- 
ing the general area involved have been 
requested to furnish the intercity televi- 
sion transmission service needed by the 
applicant. 

In practically all of the cases that 
have thus far arisen, the common car- 
riers, following receipt of a firm order 
for the service, have offered to provide 
the requested service under their existing 
tariffs as soon as the necessary facilities 
could be installed. Thus, the FCC’s pres- 
ent rules and policy preclude the grant of 
authority for a private relay system or, at 
best, permit only a temporary use of such 
facilities if constructed by the broadcast- 
er. Last August, the North Dakota Broad- 
casting Company, Inc., and station KXJB- 
TV in Valley City, North Dakota, peti- 
tioned the commission to amend its rules. 


onan age the North Dakota com- 
panies urge that the FCC assume the 
authority to grant permission to television 
broadcast licensees to operate intercity 
television transmission facilities where, in 
the opinion of the commission, the cost 
of common carrier facilities compared to 
the cost of constructing and operating 
private intercity relay facilities justifies 
such action. The FCC, commenting on the 
petition, declared : 


The instant petition serves to focus 
attention on a problem that has been 
under study by the commission since 
the lifting of the freeze on new televi- 
sion station construction in 1952. The 
commission is satisfied that the rules 
and policies, in so far as they contem- 
plate that the nation-wide television 
program network should be provided 
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by common carriers, are sound and 
serve the public interest. The commis- 
sion is of the view that the existing 
common carrier network . . . should con- 
tinue its orderly growth in order to 
meet the requirements of the broadcast- 
ing industry for network transmission 
facilities. It has become increasingly 
evident, however, that a problem is pre- 
sented by the application of the com- 
mission’s rules and policies with respect 
to television stations located in relative- 
ly small communities which are at a dis- 
tance from program service points, on 
existing common carrier routes. Be- 
cause of the distance of these communi- 
ties from program service points, the 
monthly common carrier mileage 
charges for the television transmission 
facilities which are required to connect 
the stations to the established networks 
may not be commensurate with the eco- 
nomic prospects of those stations for 
profitable operation. . . . 


¥ 


Botkin Joins ODM 


Hew BorkKIN, assistant director of 
operations, Long Lines Department, 
American Telephone and Telegraph Com- 
pany, has been named assistant director 
for telecommunications in the Office of De- 
fense Mobilization. Botkin succeeds Wil- 
liam A. Porter, who has held the job for 
the past year. Porter is returning to his 
law practice in Washington, D. C. 
ODM’s telecommunications division is 
currently working on problems involving 
the federal government’s policies on com- 
munications and the adequacy of the pres- 
ent governmental organization for imple- 
menting policies. One of the division’s 
branches is the interdepartment radio ad- 
visory committee. Botkin has had previ- 
ous experience as a consultant to the De- 
fense Department on communications. 
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High Lights of Gas Utility 
Reports to Stockholders 


OLLOWING are some of the discussions 
in 1953 reports to stockholders on 
topics of general interest to the industry: 
The topic of greatest interest, appearing 
in the majority of reports, was the effort 
to obtain rate increases in connection with 
the rapid rise in the field price of natural 
gas. Transcontinental Gas Pipe Line de- 
scribed the settlement of its rate case late 
in 1953, based on a 6 per cent rate of 
return. Columbia Gas referred to the 18 
rate cases initiated during 1951-53—only 
one of which had been approved by the 
FPC up to the end of 1953. However, 
some of these cases were settled early in 
1954 and FPC proceedings have now been 
speeded up. 

Peoples Gas on May 28, 1953, obtained 
an increase of $4,657,000 as compared 
with $6,000,000 requested. The commis- 
sion found the fair value of the gas prop- 
erty (including working capital) to be 
$200,000,000, and fixed fair rate of re- 
turn at 5.8 per cent. In California, South- 
ern Counties Gas (subsidiary of Pacific 
Lighting) in 1952 sought a rate increase 
which would have produced a return of 
7.47 per cent on the rate base, but in 
August, 1953, the commission allowed a 
return of only 5.95 per cent. In Texas, 
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Financial News 
and Comment 


By OWEN ELY 


where regulatory standards are more lib- 
eral, Texas Gas Transmission obtained a 
substantial rate increase and improved its 
industrial rate schedules, assuring “con- 
tinuation of the company’s high standard 
of operations and service to its custom- 
ers.” Colorado Interstate, in discussing 
the more liberal attitude of the FPC, 
stated “it is gratifying to note the speed 
with which a certificate was issued to per- 
mit us to complete our 1953 construction 
program before severe weather set in... . 
In addition, the action of the commission 
in shortening the suspension period of our 
proposed increased rates to January 1, 
1954, has been of significant importance 
in making it possible for us to earn a fair 
and reasonable rate of return in 1954.” 
Panhandle Eastern’s report pointed out 
that the FPC had in December, 1953, 
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issued an outstanding opinion advising the 
utilities of its decision to abide by the in- 
tent of Congress’ and permit them to re- 
tain the benefits of tax savings flowing 
from 5-year accelerated amortization. 
Earlier there had been some indication 
that the commission might adopt a policy 
of revamping rates so as to give con- 
sumers the benefit. 


Pipgeeccceey activities are, of course, 
a standard feature of most reports. 
Peoples Gas described the completion of 
its huge expansion program, which in- 
creased the delivery capacity of its long- 
distance pipeline subsidiaries to more than 
a billion cubic feet a day. Texas Eastern 
Transmission issued a special 34-page 
brochure, “The Story of Texas Eastern,” 
giving the interesting historical back- 
ground of the “Big Inch” and “Little Big 
Inch”’ pipelines. 

The development of underground stor- 
age facilities is now a major construction 
item. During 1953 the Peoples Gas sys- 
tem practically completed its huge under- 
ground storage project at Herscher, IIli- 
nois. Injection of natural gas was begun 
during the year, but full operation was 
delayed pending solution of leakage prob- 
lems. 

The report states “the first year of 
operating such a project is necessarily an 
experimental and developmental period. 
The continuation for some time of the 
testing program and of remedial work is 
anticipated.” In the company’s quarterly 
report dated August 6, 1954, Chairman 
James Oates, Jr., stated that in addition 
to the usual methods, the storage com- 
pany had employed an outside firm to 
attempt to trace the leakage through the 
use of radioactive isotopes. He concluded : 


The experience of last winter with 
the operation of the project at its pres- 
ent stage of development indicates that 
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further operations at least on that scale 
will be feasible. 


Columbia Gas reported that it could 
now store some 255 billion cubic feet of 
gas in its underground fields—enough to 
supply over half of the system’s require- 
ments on its estimated peak day. Consid- 
erable work is being done in Pennsylvania 
to develop storage fields: Tennessee Gas 
Transmission is converting the Hebron 
field (originally discovered in 1931, but 
now depleted), which is expected to pro- 
vide about 20 billion cubic feet capacity 
annually. Additional storage products, to 
be undertaken jointly with other gas com- 
panies, may provide an additional 57 bil- 
lion cubic feet. This new capacity for win- 
ter sales has permitted Tennessee to enter 
the New York city metropolitan area 
where it has executed contracts with Con- 
solidated Edison, Brooklyn Union Gas, 
Long Island Lighting, and Public Service 
Electric & Gas. 


7, respect to future prospects for 

expansion, the report of Northern 
Natural Gas contained an optimistic fore- 
cast : 


Interest is expanding in the attrac- 
tion to the area of industry that will 
benefit from the agricultural character 
of the territory, its central geographical 
location, the advantages from a na- 
tional defense standpoint, the availabil- 
ity of certain natural resources includ- 
ing natural gas, and a growing national 
realization of the importance of the 
abundant supply of water for industrial 
and other use that is available in North- 
ern’s market area. The development of 
the Missouri valley basin, the impetus 
of the processing of low-grade taconite 
ore in Minnesota, the development of 
oil resources in western Nebraska and 
in North Dakota and Montana all point 
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toward an as yet unrealized potential 
development of the area. Industrial de- 
velopment and area development groups 
are increasing in number and activity 
in the several states and should be pro- 
ductive of results. The location of the 
big Allied Chemical nitrogen fertilizer 
plant in Nebraska, using natural gas 
from our pipelines, is one indicator of 
potential developments. 


The question of future gas reserves was 
discussed in some reports. For example, 
Panhandle Eastern Pipe Line estimated 
its proven reserves at 10.6 trillion cubic 
feet, of which about one-third is directly 
owned. The report described the Ana- 
darko basin, one of the foremost oil and 
gas regions on the continent—it contains 
the Hugoton gas field. Relatively few re- 
ports gave details of their purchase con- 
tracts, but Oklahoma Natural Gas was 
specific, reporting that because of in- 
creased competition for reserves, it had 
changed its policy and tendered 20-year 
contracts to sellers of gas. The price (in 
general) was increased to 10 cents per 
Mcf for the first 5-year term, with an in- 
crease of one cent per Mcf for each ensu- 
ing 5-year period. (For gas purchased 
under shorter contracts, only seven cents 
was offered, with an increase of one- 
quarter cent each year up to 11 cents.) 


sD otaeen Gas is one of the leaders in 
research, and its report stated “In 
the field of dehydration of natural gas, 
major improvements in technique which 
are not only economical in operation but 
which have substantial commercial pos- 
sibilities have been developed. In the be- 
havior of natural gases and associated 
liquids underground, a field in which the 
corporation did pioneer work dating back 
to the thirties, increased knowledge com- 
bined with modern high-speed computing 
machines makes it possible to predict 


FINANCIAL NEWS AND COMMENT 


529 





future reservoir behavior from the begin- 
ning of production.” 

Brooklyn Union Gas appears to be one 
of the most aggressive utilities in promot- 
ing the sale of appliances and developing 
new space-heating business. The company 
in 1953 increased its sales force 50 per 
cent and broadened its relations with deal- 
ers through co-operative advertising and 
a dealer financing plan. It also employed 
such methods as TV cooking shows, 
demonstration of new cooking techniques 
in company offices, meetings with church 
and civic groups, showing of industry 
films, etc. Some 8,600 new house-heating 
units were added, nearly double the num- 
ber installed at any previous year. The 
report of Oklahoma Natural Gas men- 
tioned the new Servel gas air conditioner 
and reported that it had sold 28 units 
largely through direct mail advertising. 

For those interested in learning the 
technique of the gas industry, the chart 
on the inside cover page of Texas East- 
ern’s report should be of interest. This 
pictures the wellheads near the main field- 
gathering pipeline, the dehydration and 
absorption plant and the purchase meters, 
the compressor stations (both reciprocat- 
ing and centrifugal) spaced along the line 
at 50- to 150-mile intervals, the under- 
ground storage facilities, and finally the 
sales meters and branch pipelines leading 
to the local distributor and thence to 
consumers. 


> 


Review of the Natural 
Gas Industry 


t jen natural gas industry is now grad- 
ually approaching the end of its huge 
program of building a nation-wide pipe- 
line distribution system to facilitate sub- 
stitution of natural gas for manufactured 
gas. After long delays, the FPC has 


OCTOBER 14, 1954 








VE es PS Lae _37aca SS Fhe ee lh lL ww Wwe = we Ww wVwTeul(“‘ i i i ee i 





AVERAGE 
WELLHEAD 
PRICE 
¢ PER MCF 


q 





iat 


NK W’”5 g  iqyM g 0x9 


te <! ieee SLR RR an oem 


QW Ww p79 


Menace (a: Len: i meeaNEY 


BCB  , GQ "7.1 )D 


‘I. neem, 


M SCW~*“«WiWi RW 999999999 


XS BW’ JBCGCbWW)HIhhWW Ww? 


. 
SOATEST (cadena oie |e ta MRE 


]'BC«,«; DQ "e"e"/ + 


inmate site 


wo 











<—— PRODUCTION 











< 
> 
ee 
© 
Z, 
‘> 
m4 
Oo 
fy 
wm 
fs 
F 
S| 
fH 
~ 
x 
3 
[oa] 
=) 
ey 





























Gas Facts, 1954 Edition 


OCTOBER 14, 1954 


I 
MARKETED 
PRODUCTION 
IN TRILLIONS 

OF CUBIC FEET 














authorized Pacific Northwest Pipe Line 
Corporation to construct a $160,000,000 
pipeline from the San Juan basin in New 
Mexico and Colorado to the Northwest. 
In another area, the proposal of Ameri- 
can Louisiana Pipe Line Company (sub- 
sidiary of American Natural Gas) to 
build a $130,000,000 pipeline from the 
Louisiana gulf coast fields to Michigan, 
Wisconsin, Iowa, and Missouri, gained 
FPC approval. Texas Eastern Trans- 
mission Corporation has asked permission 
to convert parts of the historic “Little 
Inch” pipeline system back to transport of 
oil products, and to construct new facili- 
ties costing about $72,000,000. 
According to a recent FPC release, the 
commission in the first half of 1954 
authorized the industry to spend about 
$324,000,000 on transmission facilities. A 
little earlier the American Gas Associa- 
tion worked out the forecasts of future 
expenditures as shown in the table below. 
The data for 1956-57 can be considered 
conservative because of the natural tend- 
ency to underestimate for future years. 
The consumption of gas continues to 
gain as anticipated, due principally to in- 
creasing conversion of house-heating 
facilities to gas, increased use of gas by 
utilities as fuel, and greater industrial use. 
However, this in turn has brought rising 
field prices, while at the same time fuel oil 
prices have eased slightly due to larger in- 
ventories and additional imports. Thus, 
natural gas distributors have been divided 
into two groups—those struggling to sup- 
ply house-heating demand, in areas where 
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gas is still cheaper than oil and coal, and 
those affected by heavier competition be- 
tween gas and oil, principally in coastwise 
areas and other points where gas no longer 
enjoys an advantage pricewise. In the lat- 
ter areas (such as the New York metro- 
politan area and parts of New England) 
promotional campaigns have been neces- 
sary to win new house-heating customers. 


 « the regulatory field the Federal Power 

Commission has speeded up its rate 
case program, deciding some _ issues 
through round-table discussions rather 
than formal hearings and considerably re- 
ducing its large backlog of cases, many 
of which have involved rates already in 
effect “under bond.” The time lag between 
rising costs (due principally to the higher 
field price of gas) and the initiation of 
correspondingly higher rates has been re- 
duced. Thus the industry, aided by the 
decline in interest rates and resulting im- 
provement in capital markets, has been 
able to finance its construction program 
without great difficulty, despite the pessi- 
mistic fears which prevailed in a large 
segment of the industry a year or two 
ago. 

As indicated in the accompanying chart 
(see page 528), the natural gas industry’s 
earning power in relation to the rate base 
deteriorated sharply in the postwar period. 
Thus in 1944-46 gas operating income as 
a percentage of depreciated plant ex- 
ceeded 8 per cent, and for the distribution 
companies the 1946 ratio even approxi- 
mated 114 per cent. The subsequent de- 


—_———_. Forecast ———_——_ 
1954 1955 1956 1957 
In Millions. 








$613 $568 $260 $267 
312 357 331 331 
50 24 27 13 
113 106 91 88 





Actual 
1953 
TREAUSTISSION, 0 (s/si000.sce'sie $673 
PASHIDUEION. os. icine seein 315 
Underground Storage .... 4 
Other, Incl. Production ... 220 
GEL aoe iu eases $1,252 
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cline seems due mainly to the rapid in- 
crease in the price of field gas which began 
about 1946. (See chart on page 530.) 


- the year 1953 there was some slight 
improvement in earnings, as indicated 
by the chart on page 528. Further gains 
are being shown in 1954. (See table 
“Financial Data on Gas Utility Stocks” 
on page 533.) The FPC bulletin for the 
twelve months ended June 30th showed 
a gain for all pipeline companies of 18 
per cent in revenues, 17 per cent in operat- 
ing income, and 14 per cent in net income. 
(Interest on long-term debt increased 23 
per cent and the interest credit for con- 
struction was down 9 per cent.) These 
gains compared with an increase in net 
plant of only 10 per cent, indicating a 
higher return on the rate base than in the 
previous period. 

The financial markets have reflected 
the reversal of sentiment and the im- 
proved earning power of the industry. As 
of September 17th, Moody’s gas and elec- 
tric utility stock averages showed gains of 
about 26-27 per cent over a year ago, as 
indicated in the accompanying table. The 
gas stocks kept pace marketwise with the 


10 Gas Transmission Stocks 
Price 
Dividend 
Yield 

10 Gas Distributing Stocks 
Price 
Dividend 
Yield 

30 Natural Gas Stocks* 
Price 
Dividend 
Yield 

24 Electric Power Stocks 
Price 
Dividend 
Yield 
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gas companies. 
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COMPARISON OF UTILITY STOCK PRICES, DIVIDENDS, AND 
YIELDS WITH YEAR PREVIOUS 
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electric power stocks, at least with respect 
to the Moody averages. The average divi- 
dend paid on 30 natural gas stocks in- 
creased 7 per cent compared with a gain 
of 3 per cent for the 24 stocks in the elec- 
tric utility average. 


¥ the regulatory field, the FPC decision 
in the Panhandle Case was the out- 
standing event of the year. In this de- 
cision the commission modified its policy 
with respect to accounting for cost of gas 
produced by company-owned properties. 
Formerly the commission had valued 
pipelines’ gas reserves in the same manner 
as their transmission and distribution 
facilities, on an original cost basis less de- 
preciation. Thus, in effect the capital cost 
of utility gas was arbitrarily taken as 
about 6 per cent on net original cost, for 
rate-making purposes. 

The new method as set forth in the 
Panhandle decision was to remove the gas 
reserves and production facilities (of a 
regulated company) from the rate base, 
and to allow the cost of the gas to be 
measured by the weighted average price 
paid for identical gas in the same field, 
as determined in “arm’s-length” sales. 


Per Cent 
9/17/54 9/18/53 Increase 
38.69 30.59 26% 
$1.80 1.68 7 
4.65% 5.49% D15 
24.66 19.46 27% 
$1.21 ni2 4 8 
4.91% 5.76% D15 
32.88 25.97 27% 
$1.57 $1.47 7 
4.77 5.66 D16 
46.05 36.45 26% 
ZAZ 2.07 3 
4.63 5.68 D18 


* Includes 20 gas stocks used in above groups plus stocks of 10 integrated 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


9/22/54 
Price 

About 
Pipelines 
East. Tenn. Nat. Gas.... 10 
Mississippi Riv. Fuel ... 45 
Southern Nat. Gas ...... 31 
Tenn. Gas Trans. ....... 28 
Texas East. Trans. ..... 25 
Texas Gas Trans. ....... 21 
Transcontinental Gas ... 25 

AVETABES 2.2.2.5. 


Integrated Companies 
American Natural Gas .. 48 
Colorado Interstate Gas . 49 


Columbia Gas System... 15 
Commonwealth Gas ..... 9 
Consol. Gas Utal. .....5. 15 
Consol. Nat: Gas ....... 73 
El Paso Nat: Gas: ....... 39 
Equitable Gas .......... 26 
Kansas-Neb. Nat. Gas... 26 
FONE Slat GAS 6.651600. 6: 28 


Montana-Dakota Utils. .. 24 


Mountain Fuel Supply .. 24 
National Fuel Gas ...... 21 
National Gas & Oil ..... 9 
Northern Nat. Gas ...... 44 
Oklahoma Nat. Gas .... 22 
Panhandle East. P.L. .... 72 
Pennsylvania Gas ....... 20 
Peoples Gas Lt. & Coke . 168 
Southern Union Gas .... 20 
United Gas Corp. ....... 32 
IVORAWES 4. .655 05 

Retail Distributors 

Alabama Gas .......... 26 
Atlanta Gas Light ..... 24 
Brooklyn Union Gas .... 32 
Central Elec. & Gas ..... 15 
Central Indiana Gas .... 15 
AGAS OCLVICE. 3.o6 ce ew « 25 
Prarttord, Gas ..<i.6.5... 39 
Houston Nat. Gas ...... 25 


Indiana Gas & Water ... 29 


Kings Co. Lighting ..... 17 
BCACIGde) Gas: o0656 600%ss ss 12 
Minneapolis Gas ....... 26 


Mississippi Valley Gas .. 23 
Mobile Gas Service ..... 18 
New Haven Gas 
New Jersey Nat. Gas... 19 
Northern Illinois Gas ... 22 
Pacific Lighting 3 

Portland Gas & Coke ... 22 


Providence Gas ......... 9 
Seattle Gas css. cccscdes 13 
South Jersey Gas ....... 23 


Springfield Gas Light ... 35 
United Gas Improvement 38 
Washington Gas Light .. 35 
Western Kentucky Gas .. 14 
Averages 
Canadian 
International Utilities ... 36 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 





















Share -Earnings* 





1953 9/22/54 Divi Cur- Price- Dw. Moody 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Rating 
(Mill.) About Rate teld Period crease Ended Ratio out =© Bond 






Communications Companies 
Bell System 


























$4,417 S Amer. Tel. & Tel. (Cons.) 171 $9.00 5.3% $11.49** 1% May 14.9 78% Aa 
202 A Bell Tel. of Canada .... 46 2.00 43 2.31 19 Dec. 19.9 87 Baa 
34 O Cin. & Sub. Bell Tel..... 80 450 5.6 5.45 18 = Dec. 147 83 — 
144 A Mountain StatesT.&T.. 117 660 5.6 7.00 D1 June 16.7 94 #42Aa 
237 A New England T.& T.... 130 800 62 8.25** 10 June 15.8 97 Aa 
ao. & Patinc Telg@ Tel. ...... 130 7.00 5.4 7.84 8 May 16.6 89 Aa 
74 O So. New England Tel... 40 2.00 5.0 1.87 7 Dec. 214 107) — 
Averages ........ 5.3% 17.1 91% 
Independents 
10 O Calif. Water & Tel. ..... 19 $1.00 5.3% $1.48 22% June 128 68% — 
11 O Central Telephone ...... 17 5 5.3 1.69 30 =June 10.1 53 — 
2 O Florida Telephone ...... 15 80 53 85 D114 Dec. 17.6 94 — 
128 S General Telephone ...... 34 1.60 4.7 2.70** D10 = July 126 59 #4xBa 
5 O Inter-Mountain Tel. ..... 14 80 57 93 43 Dec. 15.1 %& — 
14S Penmseular Tel. ......... 38 180 47 222 27 June 17.1 81 — 
16 O Rochester Tel. ......... 15 80 5.3 1.17 D5 June 12.8 68 Aa 
2 O Southeastern Tel. ....... 13 80 6.2 15 15 June 11.3 70 — 
7 O Southwestern Sts. Tel... 19 1.00 =e 1.54 12 Dec. 12.3 65 — 
32 O Telephone Bond & Share. 21 100 48 2.07 — Dec. 10.1 86 — 
15 O United Utilities ......... 19 112 59 1.61** Di June 18 70 — 
195 S Western Union Tel. .... 56 3.00 5.4 6.77 243 Dec. 83 44 Ba 
Averages ........ 5.3% 12.7 67% 
Transit Companies 
29 A Capital Transit ......... 11 $1.20 10.9% $1.16 4% Aug. 9.5 138% Baa 
14 O Cincinnati Transit ...... 4 75 188 93 D17 Dec. 43 81 — 
9 O Dallas Ry. & Terminal .. 9 140 15.6 183 D2l Dec. 4.9 7a — 
245 S Greyhound Corp. ....... 13 100 7.7 117. D110 = Mar. 111 8s — 
26 O Los Angeles Transit .... 11 100 91 1.20 4 Dec. 92 83 — 
30 S National City Lines .... 18 1.40 7.8 2.35 26 Dec. lt oO = 
73 © Pita. Transit .....252.% 8 30 863.8 Deficit — Dec. — — Ba 
7 O Rochester Transit ...... 3 40 13.3 5 119 ~— Dee. 3 = 
ow © St toms PSA. ........ 13 140 108 1.22 30. = Dec. 07 15 = 
IBS) Sin aey ae. 4. 5 sce 18 160 89 22 NC Dec. — — Ba 
25°40: Waoted Transit. .......... 3 —~ _— 73 30 Dew 41 — — 
Averages ........ 10.7% 755 89% 
Water Companies 
Holding Companies i 
32 S American Water Works. 10 $ .50 5.0% $1.02 DS% June 9.8 49% — 
4 O New York Water Service 68 80 1.2 138 NC June —- gs — i 
Operating Companies ; 
3 O Bridgeport Hydraulic ... 31 $1.60 5.2% $1.57 D3% Dec. 19.7 102% — : 
11 O Calif. Water Service.... 38 220 58 2.72 40 3=July 140 81 A | 
2 O Elizabethtown Water.... 125 5.00 4.0 6.65 D4 _~—SCb [eee 188 75 — 
7 S Hackensack Water ..... 45 2.00 44 3.53 46 Dec 12.7 57 Aa 
4 O Jamaica Water Supply .. 35 1.80 5.1 2.71 D5 June 129 66 A 
3 O New Haven Water ..... 62 3.00 48 2.50 D10 Dec — 120 — 
1 O Ohio Water Service ..... 25 150 6.0 1.93 4 June 130 78 — 
6 O Phila. & Sub. Water .... 52 1.00 1.9 5.50 23 Dec. 9.5 1s — 
2 O Plainfield Union Wt. ... 54 3.00 5.6 3.70 D7 —sCODec. 146 8 — 
2 O San Jose Water ........ 38 = 200) = 5.3 2.29 17. July 166 87 — 
9 O Scranton-Springbrook ... 18 20 5.0 1.32 23 June 13.6 68 A 
3 O Southern Calif. Water .. 13 65 5.0 77 D14 ~~ June 169 8&4 A 
3 O West Va. Water Service. 43 140 3.3 1.50** 14 June —- 93 — 
PAVOTARRS © <0:5005% 4.7% 148 78% 
A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares outstanding. #a—Two per cent stock dividend was also paid December 
30, 1953. (a)—Paid 4 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 





INGAA Holds Annual Convention 


HE Independent Natural Gas Associ- 

ation of America held its annual 
meeting in New Orleans last month in an 
atmosphere of tension resulting from the 
U. S. Supreme Court’s decision in the 
Phillips Petroleum Case. In such a situa- 
tion, the address of Federal Power Com- 
missioner S. L. Digby naturally met with 
undivided attention. Digby told the meet- 
ing that changes in the Natural Gas Act 
are required in the public interest as a re- 
sult of the Phillips and other decisions of 
the Supreme Court in recent years. (See 
page 494, ) 

C. P. Rather, president of INGAA, 
called specifically for congressional action 
to clarify the status of natural gas pro- 
ducers if consumers are to get maximum 
gas supplies at attractive prices over a long 
period of time. He pointed out that the 
present FPC order bringing natural gas 
producers under its jurisdiction was a re- 
versal of the commission’s own past find- 
ings, and that it must take on this regula- 
tory function because of the Supreme 
Court decision. 

“The commissioners should not be 
blamed for the decision nor criticized for 
carrying out their oath of office and 
attempting to perform their duties under 
the law,” Rather said. He added, however, 
that he was not suggesting that the indus- 
trv should agree with the procedure, acts, 


or decisions of the commission in perform- 
ing its duty. The INGAA president 
praised the commission for its recent de- 
cision in the Panhandle Eastern Pipe Line 
Company Case, in which the FPC “aban- 
doned the so-called ‘public utility’ ap- 
proach, under which gas produced by the 
pipeline company was priced on the basis 
of its historical cost.” The commission 
adopted instead the “fair field” price ap- 
proach, “which recognizes the intrinsic 
value of gas as a commodity.” This de- 
cision was in the interest of the consuming 
public, Rather said, a decision in which 
the commission should be strengthened if 
the independent producer of natural gas 
is to be regulated. 


AN important part in getting legislation 
beneficial both to the industry and 
the public is telling the natural gas story to 
consumers and the general public, Rather 
said. This is being done through the 
INGAA public information program, now 
in its second year of operation. The pro- 
gram was described in this department in 
a recent issue.’ As a result of the Phillips 
decision, Rather declared, the industry 
finds itself in a position where it is now 
even more important that the public under- 
stand the nature of the natural gas busi- 





1Pusiic Utititres FortTNIGHTLY, September 16, 
1954, page 338. 
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ness. He stressed the necessity of public 
understanding of the differences between 
the natural gas industry, particularly in 
so far as the discovery and production of 
natural gas is concerned, and other enter- 
prises which traditionally have been regu- 
lated as public utilities. 


oan annual meeting was by no 
means devoted exclusively to problems 
raised by the Phillips decision. Among the 
speakers at the meeting was N. E. Tanner, 
president of Trans-Canada Pipe Lines, 
Ltd. Tanner discussed the desirability of 
the United States and Canada working out 
some program “whereby we could have a 
free exchange of gas and petroleum and 
products.” Trans-Canada was recently 
authorized to construct a 2,000-mile pipe- 
line system to transport natural gas from 
the fields in western Canada to eastern 
Canadian markets. Tanner urged that 
other industries be encouraged to develop 
through the competitive enterprise system 
and not be stifled by unnecessary govern- 
ment regulation. 

Commenting upon the action of the 
FPC in rejecting the application of the 
West Coast Transmission Company to 
transport Canadian gas to serve markets 
in the Pacific Northwest, “mainly on the 
basis that the United States’ consumers 
should not be dependent solely on a for- 
eign supply of gas,” Tanner said the re- 
sults could be far-reaching and that the 
decision has brought into focus a question 
of major importance to both countries. 
“Oil and gas development, whether in 
Canada or in the United States, is of great 
importance to the economy and security 
of the continent as a whole,” he declared. 
Noting the long history of the two coun- 
tries in living together in complete har- 
mony, Tanner said “surely we can go one 
more step forward in the interest of the 
security and well-being of these countries, 
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by making it possible to use our natural re- 
sources in a way that would be most eco- 
nomical and most beneficial to the conti- 
nent as a whole.” 

Tanner reviewed the development of 
natural gas and oil reserves in Canada, 
and said that the official government esti- 
mate places the natural gas reserves in 
Alberta as of 1954 at 13.4 trillion cubic 
feet. The government, he added, has esti- 
mated that with the present trend an an- 
nual increase in the reserves of 1.3 trillion 
cubic feet per year is anticipated, ‘and 
this rate appears to have been exceeded 
already for the present year.” Without 
a market for natural gas, gas wells have 
been capped and the development of gas 
fields discontinued, Tanner said, but went 
on to explain how the plans of his company 
will give a market for large quantities of 
this gas. He said that while some condi- 
tions remain to be fulfilled by his company 
before a December 31st deadline, relating 
primarily to financial arrangements, he has 
every confidence that those requirements 
will be fulfilled. His company’s plans, he 
added, in making available a market for 
the gas, “will result in accelerated drilling, 
exploration, and development in all fields 
of the oil and gas industry.” 


” another address, the natural gas in- 
dustry executives heard a Houston tax 
expert warn that passage by Congress of 
the new omnibus tax bill at the past session 
does not solve all tax problems. J. A. Mar- 
tin, a member of the firm of Peat, Mar- 
wick, Mitchell & Co., and a lecturer 
at the University of Houston on oil and 
gas income taxation, covered in detail nine 
changes under the new tax law that will 
affect the natural gas industry. He point- 
ed out that some help the industry, while 
others are detrimental, and urged compa- 
nies to study all new provisions carefully 
to make sure they take full advantage of 
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WHAT OTHERS THINK 


provisions permitting a choice in the se- 
lection of tax computation method. 

Martin was particularly critical of the 
change placing larger corporations on a 
pay-as-you-go tax basis beginning in 1955. 
Under the new provision, he explained, if 
a calendar year corporation expects a tax 
liability in excess of $100,000, it must file 
an estimate by September 15, 1955, and 
pay 5 per cent of that year’s estimated tax 
in excess of $100,000. A similar payment 
is required on December 15th, and the bal- 
ance is paid equally the following March 
15th and June 15th. Starting in 1956 
these interim payments are 10 per cent 
each, and they increase at the rate of 5 per 
cent a year until in 1959 the larger corpo- 
rations will be making almost equal quar- 
terly payments, with the first two payments 
being made in the year when the income 
is being earned. 

“The pay-as-you-go plan highlights a 
growing inequity in the code,” Martin de- 
clared. “Section 6164 provides detailed 
rules whereby a corporation expecting an 
operating loss can defer paying the remain- 
ing instalments of its prior year’s tax. 
Within a short time this will be meaning- 
less because a corporation will have paid 
its final instalment by June 15th, and it is 
seldom possible to estimate a year’s income 
on the basis of not more than five months’ 
experience. There is no provision whereby 
a corporation in this predicament can re- 
cover or defer paying a portion of its prior 
year’s taxes at a time when it most needs 
the cash. It must wait until the following 
March 15th and file an application for ten- 
tative carry-back adjustment.” 


Ov change most favorable to the in- 
dustry is that dealing with the com- 
putation of net operating loss deduction, 
Martin told the meeting. Formerly, the 
amount of loss sustained had to be reduced 
by the excess of percentage depletion over 


“tax cost” depletion, not only for the loss 
year but for all years to which the loss 
was carried—either backward or forward. 
The same adjustment had to be made for 
tax-exempt interest and for the 85 per 
cent dividend received credit. Under the 
new law, and beginning January 1, 1954, 
the adjustments for depletion, exempt in- 
terest, and the deduction for dividends re- 
ceived are no longer required. 

Martin called attention to the impor- 
tance of effective dates in dealing with op- 
erating losses. The adjustments to income 
for all periods through December 31, 1953, 
will be computed under the old law wheth- 
er the period be affected by a carry-over 
from an earlier loss year or a carry-back 
from 1954 or 1955. Under the new law, 
losses since January 1, 1954, must be car- 
ried back two years and then carried for- 
ward five years, Martin explained. This 
means that if a loss is sustained in 1954, 
it must be carried back first to 1952 and 
then to 1953. In so doing the 1954 loss 
is decreased by the depletion and tax-ex- 
empt interest adjustments required under 
the old law which governs 1952 and 1953. 
A loss sustained in 1955 would first be car- 
ried back to 1953 and would run afoul of 
one year’s depletion and interest adjust- 
ment. Therefore, he continued, not until 
1956 will the new law be fully effective 
as to carry-backs. As to carry-overs, since 
no relief is given to losses prior to 1954, 
the new law will not be fully effective until 
1959. 


Manx warned those contemplating 
losses for 1954 to examine the year 
1952 now. “It is possible that the new 
law will hurt you,” he said. ‘Under the 
old law, your 1954 loss would be carried 
back only to 1953, but now it is first to be 
carried to 1952. If you had large capital 
gains or percentage depletion in 1952 it is 
possible that a 1954 loss will be fully ab- 
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sorbed by 1952 income without reducing 
your 1952 tax a penny. If your income is 
flexible it might be best to defer the loss 
until 1955 or even 1956.” 

Internal revenue legislation is a con- 
tinuing process, Martin pointed out in con- 
clusion. He called attention to the Budget 
Message of the President which listed tax- 
ation of natural resources as one of the 
areas reserved for future study. Martin 
urged INGAA’s subcommittee on taxation 
to be as vigilant in the future as it has in 
the past. The need for such vigilance, he 
said, is well illustrated by the fact that 
the Revenue Code of 1954 as passed by 
the House of Representatives “was much 
nearer to galloping Socialism than any- 
thing we saw under the New Deal.”” Only 
the “good sense” of the Senate, he said, 
prevented passage of legislation which 
would have seriously weakened the capital 
gain concept. 

“Never has there been so vicious, so 
concerted an attack on the capital gain 
concept,” he declared. “With ordinary in- 
come already taxed at confiscatory rates, 
the prospect of capital gain is the only re- 
maining incentive for business risk and 
expansion.” He warned that the danger 
is not past, reminding his audience that 
“the great majority of tax legislation orig- 
inates in the Treasury where a large num- 
ber of policy-making jobs are held by 
dedicated New Dealers. So long as this 
influence exists,” said Martin, “constant 
alertness is mandatory.” 


_ address by Francis K. McCune, Gen- 
eral Electric Company’s atomic en- 
ergy expert, attracted considerable atten- 
tion at the INGAA annual meeting. 
McCune chose his text from a statement 
made by Palmer Putnam in his book En- 
ergy in the Future, which noted that re- 
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serves of such low-cost capital energy as 
the fossil fuels (oil, gas, coal) “are small 
by comparison with the maximum plausi- 
ble demands.” If “low-cost” energy is 
going to determine our very economic life, 
said McCune, then they will have to begin 
in the next twenty-five years to carry more 
load than reports indicate they are capable 
of. “The hypothetical energy systems of 
the future can be, in the main, carried only 
by a dramatic new source of energy,” Mc- 
Cune stated. 


Brus the conversion of solar energy 
would be prohibitively expensive, 
McCune said only nuclear fuels offer hope 
for the tremendous energy needs of to- 
morrow. And only by taking immediate 
action to put atomic energy to use can 
tomorrow’s economy hope to survive with- 
out the need for jarring adjustments. Last 
May McCune predicted that possibly five 
years, and certainly ten, would find us gen- 
erating economical electric power from 
atomic energy in single-purpose plants. All 
study since that time, he said, reinforces 
that opinion. 

He further predicted that within 
ten years, atomic fuel costs are likely to 
be competitive with chemical fuel at 12 
cents per million Bru. Since the over-all 
cost which must be assessed to atomic fuel 
will be higher owing to increased capital 
investment and operating cost, these addi- 
tional costs leave the station competitive 
with a conventional station using 35 cents 
per million stu fuel. 

McCune believes that within twenty 
years gas, oil, and coal will begin to as- 
sume what he regards as their ultimate 
role: the raw materials of a greatly ex- 
panded chemical industry. Meanwhile, 
chemical fuels will continue to be used in 
ever-increasing quantity. 
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The March of 
Events 


NARUC and Utility Lawyers 
Plan Chicago Meetings 


HE 1954 convention of the National 

Association of Railroad and Utilities 
Commissioners will be held this year at 
the LaSalle hotel in Chicago, beginning 
November 8th. It will be the sixty-sixth 
annual gathering of the members of the 
state and federal regulatory commissions. 
Those planning to attend are advised to 
make hotel reservations promptly. 

The convention will officially open at 2 
p.M. Monday, November 8th, and the an- 
nual banquet will be on Thursday evening 
at the LaSalle hotel. George R. Perrine of 
the host commission, the Illinois Com- 
merce Commission, has planned an inter- 
esting entertainment program for mem- 
bers and guests. 

Just prior to the preliminary meetings 
of the NARUC in Chicago, the Illinois 
State Bar Association has announced the 
midyear meeting of the section of public 
utility law to be held at the Palmer House 
hotel in Chicago at 2 p.m. on November 
5th. The program will consist of a panel 
discussion of current problems in the field 
of public utility regulation. Cyrus J. 
Colter of the Illinois commission will 
serve as moderator, according to an an- 
nouncement by Richard J. Faletti, chair- 
man of the public utilities section of 





a a 


a 


the Illinois State Bar Association. 
The panel will be comprised of Charles 

A. Bane, Bryce Hamilton, W. Philo Gil- 

bert, Eugene Cohn, and Frank Pfeifer. 


U. S. Gas Control Backed 


_ girennica opposition to attempts to re- 
move natural gas prices from juris- 
diction of the Federal Power Commission 
was announced by delegates to the Nation- 
al Institute of Municipal Law Officers, 
meeting in San Francisco, California, last 
month. 

The delegates, representing the mu- 
nicipal governments of 881 larger Amer- 
ican cities, voted to approve continued fed- 
eral jurisdiction over gas prices after a 
heated 3-hour debate. 

The resolution was said to be in line 
with the organization’s position before the 
U. S. Supreme Court, which ruled against 
an attempt by the Phillips Petroleum Com- 
pany to force removal of federal natural 
gas price jurisdiction. 

Opposition to the resolution, which 
passed by a large majority, was reported 
stronger than that against any other reso- 
lution in the 20-year history of the organi- 
zation. 

Delegates reported that major oil com- 
panies had contacted every one of 
them, asking opposition to the resolution. 
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Cannot Regulate Appliance 
Selling 

i ise state public service commission 

last month ruled that it has no author- 
ity to order a public utility firm to stop 
selling and installing air-conditioning and 
refrigeration appliances. The ruling grew 
out of a petition by the refrigeration and 
air-conditioning division of the Associated 
Mechanical Contractors of Arkansas, 
charging unfair competition by the Arkan- 
sas Louisiana Gas Company in the han- 
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Arkansas 


dling of air-conditioning and refrigeration 
appliances and installation. 

The petition, which was filed last spring 
and was the first of its kind in Arkansas, 
asked the commission to order the com- 
pany to “cease and desist” from its non- 
public utility operations. 

The complainant had contended the 
commission had authority under state law 
to order public utilities to stop “improper, 
unfair, and uneconomic business prac- 
tices.” 


& 
Kentucky 


Rate Increase Pleas Trimmed 
WO gas companies that last July 20th 
asked the state public service com- 

mission for rate increases in central and 
eastern Kentucky of $1,909,640 a year, 
recently trimmed their requests to $1,653,- 
640. Reason for the cut, officials said, was 
that one of their gas suppliers—Tennessee 
Gas Transmission Company—had with- 
drawn a request it made to the Federal 


Power Commission for an increase in 
wholesale gas rates. 

The companies are United Fuel Gas 
Company, Charleston, West Virginia, and 
Central Kentucky Natural Gas Company, 
Lexington. Both are wholly owned sub- 
sidiaries of the Columbia Gas System, Inc. 
Both are members of the parent company’s 
Charleston group, along with three other 
operating utilities. 


& 
Maryland 


Gas Rate Increase Approved 
HE state public service commission, by 
a 2-to-1 vote, recently authorized the 
Cumberland & Allegheny Gas Company 
to increase rates on October 15th so its 
annual gross revenues will jump by 
$366,116. 


By its action the commission authorized 


a return of 5.75 per cent on the company’s 
net adjusted average rate base, now set 
at $8,262,101. 

In his dissenting opinion, Commissioner 
William Fell Davis said the new increase 
follows so closely on that granted in 1953 
that both aggregate an increase “of over 
40 per cent in two years.” 


e 
Michigan 


Commissioner Appointed 
pasar Williams has appointed Wil- 
liam B. Elmer, East Lansing at- 
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torney, to the state public service commis- 
sion. He succeeds John M. Veale, East 
Detroit Democrat, who resigned to run 
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for the state senate but failed to win nomi- 
nation. 

Elmer was an assistant attorney general 
assigned to the state public service com- 
mission until he resigned to run unsuccess- 
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fully for the Democratic nomination for 
Congress. 

The appointment, for a term ending 
July 2, 1959, requires senate confirmation. 
The salary is $8,500 a year. 


» 
Missouri 
Gas Rates Increased poration Commission giving permission to 
HE state public service commission nine natural gas distributing companies to 
last month approved a gas rate in- increase rates to 270,000 customers in 182 
crease for the Gas Service Company, ef- Kansas communities, effective September 
fective September 23rd, amounting to 28th. The Kansas rate boosts amount to 
about $4,400,000 a year. The company $4,768,544 annually. 
serves more than 200,000 customers in The Kansas rate increases were granted 
more than 100 communities in the west- on a temporary basis under bond, pending 
central part of Missouri. The average in- the outcome of the application of the Cities 
crease to a home user in Missouri will be Service Gas Company to the Federal 
about $1 a month or slightly higher, it was Power Commission for higher wholesale 
said. rates. Refunds would be made to Kansas 
The Missouri commission’s action fol- consumers if the FPC should reject the 
lowed a decision by the Kansas State Cor- application for wholesale rate boosts. 
» 
Virginia 


Automatic Gas Price Scale 
Asked 


—— Virginia natural gas companies 
recently asked the state corporation 
commission to permit escalator clauses in 
their rate schedules so that any increase 
in the wholesale price of gas may be passed 
on to consumers without another hearing. 


A joint public hearing was set for Oc- 
tober 11th by the commission. 

The companies are Petersburg-Hope- 
well Gas Company, Lynchburg Gas Com- 
pany, Portsmouth Gas Company, Roanoke 
Gas Company, Suffolk Gas Company, Vir- 
ginia Gas Distribution Corporation, and 
Virginia Electric & Power Company. 


Washington 


Higher Utility Taxes Adopted 


nN ordinance increasing municipal taxes 
on various local utilities for 1955, to 
raise an estimated $520,000 in additional 
revenue, was passed recently by the Seattle 
city council. 
Under the measure, the tax on the Pa- 


cific Telephone & Telegraph Company and 
Seattle City Light will be increased from 
4 to 5 per cent of gross revenues, while 
the tax on the Seattle Gas Company will 
jump from 3 to 5 per cent. Taxes also 
will be boosted for companies selling steam 
heat and providing fire and burglary- 
alarm services. 
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Progress of Regulation 


Natural Gas Rate Contracts Unaffected by Filing of New Rates 


HE United States circuit court of ap- 

peals held that the Federal Power 
Commission erred in holding that under 
the Natural Gas Act a natural gas com- 
pany can, in effect, wipe out a filed rate 
contract simply by filing ‘increased rates. 
The commission had no right, according 
to the court, to accept the filing of a new 
schedule without first determining the 
reasonableness or unreasonableness of the 
contract rates. 

In 1936 a contract was made by the 
predecessor of United Gas Pipe Line Com- 
pany under which United now supplies 
Mobile Gas Service Corporation, an Ala- 
bama distributor of natural gas. On the 
strength of that contract Mobile entered 
into a contract to furnish service to an in- 
dustrial customer at a specified rate. Sub- 
sequently, United filed with the Federal 
Power Commission a proposed flat rate 
increase for industrial gas and asked for 
an over-all rate increase as well. 

The over-all increase was suspended, 
but the industrial rate was allowed to go 
into effect immediately because it was not 
subject to suspension under § 4(e) of the 
Natural Gas Act. Consequently, the dis- 
tributing company was faced with a con- 
tract to supply its industrial customer at 
a lower price than its own cost. The Fed- 
eral Power Commission denied a request 
to reject the industrial rate part of the 
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rate schedule, and thus the company ap- 
pealed to the court. 


Abolition of Contract Rights 


The court pointed out that the Natural 
Gas Act does not expressly permit exist- 
ing contract rights to be abolished by a 
mere unilateral filing of new rates. The 
plan of the Natural Gas Act, it said, is one 
of reasonable regulation. This is evidenced 
by the fact that the Federal Power Com- 
mission itself cannot change an existing 
contract rate under § 5(a) of the act with- 
out first finding that such rate is unreason- 
able. The court believed that the commis- 
sion’s action resulted in further impair- 
ment of the distributing company’s com- 
mon law rights. 

In this instance the industrial custom- 
er’s account represented important new 
business to the distributing company and 
to the pipeline company. Consequently, a 
long-range price concession was made in 
order to obtain this business. The fact 
that the commission could change that 
contract did not render it void for lack 
of mutuality, the court said. 


Suspension Power of Commission 


The commission made much of the pro- 
vision in the statute which prohibits its 
from suspending rates for the sale of nat- 
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ural gas for resale for industrial use. 

The court held that the purpose of 
this provision was “to prevent suspension 
in cases of industrial use where there are 
short-term contracts.” It believed the im- 
plication was that Congress saw no pur- 
pose in temporarily protecting purchasers 
who had agreed contractually to an in- 
crease in rates. The implication was equal- 
ly clear, in its opinion, that Congress did 


e 


not visualize the present circumstances 
where one of the contracting parties was 
attempting, under the cover of the act, to 
avoid its contractual duties. 

Any moneys collected on the basis of 
the erroneous order were unlawfully col- 
lected and should be returned to Mobile, 
according to the court. Mobile Gas Serv- 
ice Corp. v. Federal Power Commission, 
No. 11280, September 7, 1954. 


Interest Denied Gas Producer on Difference between 
New Rates and Contract Price 


HE Kansas supreme court affirmed a 
lower court decision in a controversy 
between a gas producer and a pipeline 
company involving a sum claimed by the 
producer in excess of a price set in a con- 
tract for the purchase and sale of natural 
gas. 
The nature of the producer’s action 
was described by the court in this manner : 


... an_action by a seller of gas in the 
Hugoton gas field to recover from the 
buyer (a) the cost of gathering and de- 
livering the gas into the buyer’s line to 
a point in the field designated in the 
contracts; (b) interest on such cost ; and 
(c) interest on the differences between 
prices of gas agreed upon by the con- 
tracting parties and the value of such 


7 


gas at the wellhead, as fixed by the com- 
mission. .. . 


The supreme court ruled that the de- 
cision, which the lower court arrived at 
in a pretrial conference, that the producer 
was entitled to the principal sums sought 
but not the interest, was correct. The 
basis for the court’s decision was that an 
interim order of the commission estab- 
lishing the rate higher than the contract 
price imposed no requirement of interest 
payments in regard to either of three 
alternative methods which the pipeline 


_ could use in paying, impounding, or bond- 


ing the amounts owing over the contract 
price pending a final determination. Co- 
lumbian Fuel Corp. v. Panhandle Eastern 
Pipe Line Co. 271 P2d 773. 


Rate Increase Reflects Higher Income Taxes and Inflation 


ben California commission granted 
the Southern California Edison Com- 
pany its first electric rate increase in over 
thirty years. A large percentage of the 
gross revenue will go for taxes. The new 
rates were calculated to yield a return of 
5.9 per cent on a depreciated historical 
cost rate base as compared with 6.29 per 


cent as sought by the company. No allow- 
ance was made to compensate for a de- 
cline in the rate of return in the near 
future. 

The commission deemed it to be in the 
public interest for the company to proceed 
with its plant development and for it to 
be placed in a position where it could 
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finance such development under prevailing 
market conditions at advantageous terms. 
The higher rates, in the commission’s opin- 
ion, would enable the company to main- 
tain its credit and attract capital, improve 
its capital structure, and finance necessary 
plant expansion to serve present and 
prospective customers. 


Earnings-price Ratio 


A company witness developed his con- 
clusion as to the need for a rate increase 
by considering an allowance for equity 
capital based on earnings-price ratios of 
eight selected utilities. Concerning this, 
the commission said: 


The testimony and the exhibits pre- 
sented by each of the witnesses are of 
value in our consideration of the sub- 
ject but it is clear that the position of 
each, standing alone, is not conclusive. 
On the one hand, it appears that dif- 
ferences exist between applicant’s op- 
erations and the operations of those 
corporations designated by applicant’s 
witness as most comparable and it does 
not follow because certain other utili- 
ties on the average have been enjoying 
a return of 11.5 per cent on equity capi- 
tal that applicant should have the same 
return. On the other hand, earnings- 
price ratios merely reflect the prospec- 
tive investors’ appraisal of the market 
value of stock and, as such, are in- 
fluenced by prevailing market and eco- 
nomic conditions and the individual re- 
quirements of the purchasers. While it 
is true that such ratios may indicate the 
terms under which a new investor might 
devote his money to the business, it does 
not tnean that they should measure the 
return the applicant is entitled to receive 
on its investment in its properties. Cer- 
tainly, the dividend rate the manage- 
ment has elected to establish for its 
common shares should not be used in 
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arriving at the return the consumer 
should pay on the rate base. 


Inflation Factor 


Several company witnesses testified as 
to the effect of inflation on the company’s 
business. However, the commission said 
it could find no reason to depart from its 
long-established method of computing a 
rate base on the basis of the actual dollars 
in plant, unadjusted up or down for 
changes in the purchasing power of the 
dollar, and allowing expenses at the full 
current rate adjusted for foreseeable near 
future conditions. 

The commission said that to emphasize 
the inflation factor would protect only one 
class of security holder, the common 
stockholder, against the risk of loss of 
purchasing power. It would not benefit the 
bondholder or preferred stockholder. It 
would penalize the ratepayer without a 
concomitant consideration. 

The law contemplates that buyers of 
securities do so with the knowledge that 
certain risks will be attached to their 
ownership. One of the risks is a possibility 
of the decline in the purchasing power of 
the dollar. A company witness testified 
that until recently money was the one 
commodity of major importance which 
the company was able to hire at fairly 
reasonable prices. 

After pointing out that materials, sup- 
plies, equipment, and labor costs have in- 
creased rapidly and that taxes are at their 
highest level in history, the witness stated : 
“But money costs have been relatively un- 
affected, on the upside, by inflation if we 
disregard the fact that it has been neces- 
sary to hire more inflated dollars to do the 
work done by a lesser number in the pre- 
inflation period.” 

That statement, according to the com- 
mission, was made on June 19, 1953, and 
shortly after that a downtrend started in 
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the cost of money. The commission be- 
lieved that the outlook was for lower or 
stabilized cost of money which one wit- 
ness characterized as “a climate of cheap 
money.” 

The commission thought it significant 
that a large portion of the total plant had 
been installed during this inflationary pe- 
riod. Furthermore, the company had been 
able to finance itself on reasonable terms 
during this period. The relatively high 


price of the company’s stock on the market 
bespeaks confidence of the investing pub- 
lic in company operations under the meth- 
ods of regulation used by the commission 
in the past. Furthermore, the commission 
pointed out, depreciation accruals will 
enable the company to recover its invest- 
ment regardless of the value of the dollar. 
Re Southern California Edison Co. Ap- 
plication No. 33952, Decision No. 50449, 
August 17, 1954. 


Cost of Capital and Plant Allocations Considered in 
Fixing Natural Gas Rates 


HE Pennsylvania commission upheld 

complaints against a natural gas com- 
pany’s proposed rate increase on the 
ground that these rates would produce ex- 
cessive revenues. It did hold, however, 
that the company was entitled to a smaller 
rate increase. The company had urged a 
return of 7 per cent, but the commission 
found 6.5 per cent to be fair and reason- 
able. 

In determining the fair value of the 
company’s property allocated to retail 
sales in Pennsylvania, the commission 
considered original cost and reproduction 
cost, the latter at the fair average price 
of materials, property, and labor. 


Cost of Capital 


Return claims were based upon cost of 
capital to the parent company. All of the 
capital required by the operating company 
was obtained from the parent through 
the sale of securities to the general public. 

The city of Pittsburgh, complaining 
against the proposed increase, agreed that 
cost of capital to the parent company pro- 
vided the best basis for a determination 
of cost of capital to the gas company. 
But, it claimed, the return should not be 


545 


more than “the customary 6 per cent.” 
The commission considered the reference 
to “the customary 6 per cent” to be mis- 
leading, since, it said, findings of fair re- 
turn are not based on custom, but upon 
consideration of all elements in the record, 
including cost of capital, in each case. 

The commission found reasonable cap- 
ital cost applicable to the parent company 
and the operating gas company was 3.09 
per cent historically and 3.35 per cent on 
a current basis for debt capital and 9.25 
per cent for common equity capital. It 
fixed the cost of capital within the range 
of 6.05 to 6.31 per cent. 

The commission also considered normal 
risks and uncertainties associated with fi- 
nancing in the capital markets, and, con- 
sequently, provided a slight allowance 
above the cost of capital. In so doing, it 
concluded that the 6.5 per cent return 
would be fair. 


Plant Allocation 


The city of Pittsburgh submitted ratios 
to be applied to allocate natural gas plant 
to Pennsylvania retail sales based upon 
the consecutive 3-day peak in lieu of the 
single day peak used by the company and 
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based upon an estimated increased volume 
of sales to reflect the 10-year average de- 
gree day deficiency. 

The commission held that plant should 
be allocated on the basis of single day 
peak demand because the plant was used 
on such basis to provide the demands 
imposed by the respective groups of 
customers. 

It pointed out that commodity is to 
be given equal weight with demand in 
making allocation of plant. 

It was deemed appropriate to consider 
violent fluctuations in temperatures in 
estimating future space-heating revenues. 
The trend had been towards more mod- 
erate winter seasons. To estimate future 
heating sales at something higher than 
those experienced during the test year 
could cause serious financial reverses to 
the company if ensuing heating seasons 
were as moderate as in the test year. The 
commission deemed it unrealistic to at- 
tempt to theorize as to what sales would 
otherwise be if different weather condi- 
tions had prevailed. 


Accrued Depreciation and Depletion 


The company used its book deprecia- 
tion and depletion reserve at a specified 
date as the measure of accrued deprecia- 
tion and depletion applicable to original 
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cost. The commission found that however 
accurate the estimates of service lives 
might be from time to time in previous 
years, only by coincidence would a book 
reserve for depreciation and depletion be 
a reliable measure of such items at a later 
date. Consequently, the book reserves 
were rejected as measures of accrued de- 
preciation. 


Expense Allowance 


The question arose as to the allowance 
or disallowance of wage increases and in- 
creases in the unit price of pipeline gas 
which were effective one month, two 
months, or as much as eight months after 
the end of the test year. The commission 
believed it should be permitted to exer- 
cise its judgment in such matters in each 
individual case. Such increases as took 
effect within two months were allowed by 
the commission because the company’s 
volume of operations could not change 
radically within that space of time. The 
remainder of the subsequent increases 
was disallowed. Commissioner Houck dis- 
sented, however, stating that he would al- 
low all increased cost of gas and in- 
creased wages. Pennsylvania Pub. Utility 
Commission et al. v. Manufacturers Light 
& Heat Co. Complaint Docket Nos. 
16005 et al. August 23, 1954. 


Exchange Telephone Rates Increased Despite Other 
Companies’ Objections 


wo telephone companies complained 

to the Pennsylvania commission that 
a connecting company’s application for in- 
creased exchange switching rates was un- 
just and unreasonable. The companies con- 
tended that the proposed increase was so 
arbitrary as to make the furnishing of 
service to their subscribers economically 
burdensome. The fact that one of the com- 
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plaining companies collected toll charges 
from subscribers for the applicant should 
be considered, it was argued, in computing 
the proposed rates. 

The commission did not, in view of the 
applicant’s increased operating expenses, 
deem the increased charges unreasonable. 
In refusing to consider the services per- 
formed in collecting toll charges for the 
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applicant without commission, the com- 
mission made the following statement: 


We can see no real merit in this con- 
tention from a rate-making point of 
view. This is a local matter subject pri- 
marily to respondent’s managerial dis- 
cretion. Any toll collection arrange- 
ment, where entered into by respondent 
and a rural service line company, would 
embrace local operating conditions only 
and would have no bearing on the de- 
termination of a uniform rate for a 
class of service available to all rural 
telephone companies operating through 
respondent’s local exchanges. But in 
this specific instance complainant does 
not own, operate, or maintain toll trunk 
facilities or central office equipment for 
handling the transmission of toll mes- 
sages. It has no exchange personnel and 
we are of the opinion that complainant’s 
contention that it is entitled to compen- 
sation for toll service has little or no 
merit. 


The commission accepted a stipulation 
submitted by the parties, although noting 
it was not bound to do so, that the appli- 
cant was entitled to a return of 6 per cent. 
Such a return did not appear unreasonable, 
thought the commission. After examining 
the evidence submitted in support of the 
increased tariff, the commission concluded 
that the proposed rates were fair and rea- 
sonable and that these rates should be 
approved. 

The company had pointed out that the 
increase would result in revenues $18,000 
more than 6 per cent of the lower measure 
of value considered and $81,000 less than 
6 per cent of the higher measure of value. 
The commission, although not making a 
finding of fair value, was of the opinion 
that any findings of fair value that could 
be made in view of the record would 
justify the increase. Southern Teleph. Co. 
of Pennsylvania et al. v. United Teleph. 
Co. of Pennsylvania. Complaint Docket 
Nos. 15285, 15286, June 1, 1954. 


Other Important Rulings 


installation of the equipment would have 
increased the company’s operating ex- 
penses and resulted in increased rates. Re 
Bogota Water Co. Docket No. 8085, July 
20, 1954. 


State Regulation of Airline. The Cali- 
fornia supreme court held that an air- 
line carrier is a public utility within the 
ordinarily accepted meaning of that term 
and may be penalized for increasing intra- 
state passenger rates without commission 
authorization as provided for in the state 
Constitution, notwithstanding that airlines 
were not enumerated in the statutory defi- 
nition of public utilities. People v. West- 
ern Air Lines Inc. (1954) 268 P2d 723. 


Water-softening Equipment. The New 
Jersey board excluded water-softening 
equipment from a water rate base where 
such equipment was not necessary to pro- 
tect the health of the consumers and the 


Rates Not Fixed by Agreement. The 
New Jersey board, in fixing water rates to 
justify the installation of additional facili- 
ties to supply water for fire protection, said 
that it was responsible for the fixing of 
just and reasonable rates notwithstanding 
the expressed acquiescence by a munici- 
pality in rates proposed by the water com- 
pany. Borough of Washington v. Wash- 
ington Water Co. Docket No. 7894, July 
27, 1954. 
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Spur Track Crossing Authorized. A 
railroad was authorized by the South Da- 
kota commission to install a spur track 
across a county highway where such track 
would not create any unusual hazards to 
vehicle or pedestrian traffic and the rail- 
road’s plans complied with all require- 
ments necessary to protect and safeguard 
the traveling public. Re Chicago & N.W.R. 
F-2397, February 15, 1954. 


Gas Refrigeration Rates. The Massa- 
chusetts commission, although authoriz- 
ing a small gas company to increase rates 
to yield a return of about 6.2 per cent, dis- 
approved the company’s proposal to in- 





crease its flat rates for refrigeration serv- 
ice and to permit no new customers under 
this rate, saying that such a procedure is 
discriminatory since no rate schedule 
should exist which is not available to any 
class of user on application. Re Ware Gas 
DPU 10932, September 7, 1954. 


Amortization of Fees. The Missouri 
commission directed a telephone company 
to adjust its books and records so as to 
reflect its liability for attorneys’ fees and 
expenses with respect to receivership pro- 
ceedings and to amortize the total cost over 
a 5-year period. Re Osage Valley Teleph. 
Co. Case No. 12,722, June 23, 1954. 
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OKLAHOMA SUPREME COURT 


Natural Gas Pipeline Company 
of America 


Vv. 


Oklahoma Corporation Commission et al. 


Michigan-Wisconsin Pipe Line Company v. Oklahoma Corporation 
Commission et al.; Panhandle Eastern Pipe Line Company v. Okla- 
homa Corporation Commission et al. 


Nos. 35731, 35732, 35734 
— Okla —, 272 P2d 425 
April 27, 1954; rehearing denied July 13, 1954 


PPEAL by natural gas producers from commission order 
A fixing the price of raw gas at the wellhead, the price of raw 
gas sold off the lease, and the price of residue gas after processing 

operations; order affirmed. 


Gas, § 3 — Commission powers — Minimum wellhead prices — Interstate com- 
merce. 
1. Under regulatory power of the corporation commission for conservation 
purposes it can fix a minimum price which must be obtained for natural gas 
as a condition precedent to the taking of natural gas or any component part 
thereof from the structures. Such an order, even though most of the gas so 
taken from the structures will eventually be sold outside this state, does not 
place an embargo or unlawful restriction upon interstate commerce, un- 
lawfully impair the obligation of contracts, or violate due process. The 
regulation is imposed before any movement in interstate commerce occurs, 
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Gas, § 3 — Commission powers — Minimum wellhead prices. 


APPEARANCES: 


OKLAHOMA SUPREME COURT 


2. Having fixed a minimum price as a condition precedent to the taking of 
natural gas from the structures, in furtherance of the power to regulate such 
taking for conservation purposes, the commission may require a producer 
who does not sell raw gas at the wellhead or one who processes such raw 
gas for the purpose of breaking it into component parts before delivery to 
obtain therefor a price equivalent to the fixed minimum price of raw gas at 
the wellhead. This is necessary in order to prevent discrimination and insure 
that all producers will be regulated alike. In doing this it may prescribe a 
formula or method by which such producer may obtain such equivalent price. 
It is only necessary that such formula or method so established be reasonable 
and practically effective to carry out the purpose for which it is made, 
p. 7 

§ 376 — Natural gas — Minimum price. 

3. Record examined and held: That the order of the corporation commis- 
sion [determining minimum price of natural gas] is based upon basic 
findings of fact and is supported by substantial evidence, p. 7. 


Headnotes by the Court. 


Gas, § 9 — Natural gas — Conservation. 


Discussion of minimum natural gas price fixing to prevent physical and 
economic waste, p. 7. 


Interstate commerce, § 37 — State regulation — Natural gas — Minimum prices. 


Discussion of state regulation of natural gas, by fixing minimum prices as 
a conservation measure, in its relation to burdens on interstate commerce, 
p. 7 
§ 92 — Commission powers — Minimum gas price to conserve supply. 
Discussion of the power of the Oklahoma commission, in fixing the minimum 
price of natural gas as a conservation measure, to establish a method or 
formula by which it can be ascertained whether a producer who does not 
sell raw gas at the wellhead obtains the fixed minimum price of raw gas 
as taken from the structures, involving questions of cost of gathering and 
removal of liquid hydrocarbons, p. 8. 

(Hattey, C. J., and Davison, O’NEAL and Bracxksirp, JJ., dissent.) 


> 


C. C. McDugald, Tulsa, for Panhandle Eastern Pipe 
















W. T. Spies, Chicago, Ill., D. H. 
Culton, Amarillo, Tex., Coleman 
Hayes, Oklahoma City, for Natural 
Gas Pipeline Co. of America; Jack T. 
Conn, Ada, D. H. Culton, Amarillo, 
Tex., Coleman Hayes, Oklahoma City, 
Arthur R. Seder, Jr., Chicago, IIl., for 
Michigan-Wisconsin Pipe Line Co.; 
Ross Rizley, L. E. Tyron, Orlando F. 
Sweet, Guymon, Edward H. Lange, 
Kansas City, Mo., Mark H. Adams, 
Wichita, Kan., William I. Robinson, 
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Line Co.; Cecil C. Hamilton, Okla- 
homa City, Rayburn L. Foster, Harry 
D. Turner, R. M. Williams, Kenneth 
Heady, Bartlesville, for Phillips Pe- 
troleum Co.; Floyd Green, Ferrill 
Rogers, Oklahoma City, for Corpo- 
ration Commission ; T. Murray Robin- 
son, Leon Shipp, Oklahoma City, Vin- 
cent Dale, Guymon, for Members of 
Texas County Land & Royalty Ass’n. 


ARNOLD, Justice: Certain mineral 
owners in Texas county, Oklahoma, 





ems ve TP TCU 


5 =~—~™_—= EE eEeEllSSC CO 





: 











NATURAL GAS PIPELINE CO. v. OKLAHOMA CORP. COMMISSION 


filed an application before the corpo- 
ration commission for an order deter- 
mining the minimum price at which 
gas produced from the Guymon-Hugo- 
ton field may be first purchased or 
sold. Certain producers and pur- 
chasers of gas from said field filed 
their protests and responses. From 
the commisssion’s order fixing mini- 
mum price at which such gas may be 
sold Natural Gas Pipeline Company, 
Michigan-Wisconsin Pipe Line Com- 
pany, and Panhandle Eastern Pipeline 
Company have filed their separate 
appeals, here consolidated. 

On behalf of the applicant mineral 
owners the evidence reasonably tends 
to show that the corporation commis- 
sion by its order No. 19514 issued 
effective February 1, 1947, fixed the 
minimum price at which gas may be 
produced and taken from the structure 
in this field at 7 cents per thousand 
cubic feet; that since that date the 
price of all other industrial fuels has 
substantially increased; that compar- 
ing the other industrial fuels in most 
common use, such as coal, residual, 
crude oil, kerosene, and gasoline with 
gas on an energy content basis the fuel 
source cost of natural gas is about 
one-third that of coal (the lowest in 
price per energy content unit of all 
the other industrial fuels) and the 
other fuels increase in cost per energy 
content unit to the highest, gasoline, 
which is almost fourteen times greater ; 
that natural gas since 1938 has been 
lower in price in comparison to its 
heat energy content than any other 
fuel because gas has not been on a 
competitive market, while the other 
fuels are and have been; that in 1950 
natural gas supplied 20.94 per cent of 
the total of mineral energy supplied, 


produced, and used as fuel in the 
United States and received only 5.16 
per cent of the total dollar income for 
all energies at their source; that in 
order to have the same price differ- 
ential between gas and other fuels as 
existed in 1947 when the former 
order of the commission was entered, 
the price of natural gas would have 
to be set at 12.64 cents per thousand 
cubic feet that to compare favorably 
with other industrial fuels the price 
should be 25 or 30 cents per 1,000 
thousand cubic feet; that increasing 
the price of gas as taken from the 
structure would tend to conserve gas 
and prevent physical waste in that 
the higher price would allow wells 
in fringe areas of the field to be drilled 
and operate at a profit, whereas if a 
price increase is not given such wells 
cannot economically and will not be 
drilled resulting in nondevelopment of 
the field, loss to the owners in such 
fringe areas, and damage to their 
rights in the common source of supply ; 
that better and more expensive meth- 
ods of production would be econom- 
ically feasible which would tend to 
conserve gas and eliminate the neces- 
sity of blowing out the wells to clean 
them; that the entire Hugoton field 
is a single reservoir extending from 
the Texas panhandle across Texas 
county and into Kansas; that if the 
fringe wells are not drilled the gas 
will migrate to existing wells, causing 
loss to the fringe owners; that the 
higher price is necessary while mar- 
keting facilities are available and if 
fringe wells were not drilled until the 
rest of the field was abandoned very 
little gas would be left in the reservoir 
and there would be no marketing facil- 
ities available therefor; that about 99 
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per cent of the gas produced in the 
Guymon-Hugoton field is transported 
out of the state of Oklahoma; that the 
landowner who owns a quarter sec- 
tion of land gets approximately $1 per 
day on the average well royalty; that 
the field as a whole is producing more 
gas than it did five years ago but the 
individual wells are producing less; 
that gas of the same quality is sold 
by different producers in this field at 
prices varying from the 7 cent mini- 
mum now in effect to 9.95781 cents; 
that none of the mineral owners were 
consulted as to the price they would 
receive for their gas and that they 
are dissatisfied with the prices they 
are receiving and want a uniform price 
throughout the field; that since 1946 
there has been a tremendous increase 
in the demand for natural gas as a 
fuel and the costs of production have 
likewise materially increased; that 
since the 7 cent minimum was fixed 
several contracts for gas have been 
negotiated at a price of 9.8 cents per 
thousand cubic feet; that to protect 
the interest of the state of Oklahoma 
a price for gas in Oklahoma should be 
fixed which would produce the maxi- 
mum revenue consistent with the 
policy of maintaining the markets ; that 
a price of 9.8262 cents would not affect 
the market, would allow thin acreage 
to be developed and produced prevent- 
ing migration and allowing full devel- 
opment of the field, thus protecting the 
correlative rights of the owners. 


Over the objection of other producer 
respondents in the hearing, Phillips 
Petroleum Company was allowed to 
introduce evidence which reasonably 
tends to show that in the Guymon- 
Hugoton field it is primarily a pro- 
ducer of gas from its own wells and 
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leases; that it does not sell its gas at 
the wellhead but, under commitment 
of long-term contracts with Michigan- 
Wisconsin Pipeline Company and Pan- 
handle Eastern Pipeline Company it 
gathers the gas which it produces in its 
own gathering lines, moves the gas 
to its two processing plants, one in 
Hansford county and the other in 
Sherman county, Texas, about a mile 
and a quarter south of the Oklahoma 
line, and there removes liquid hydro- 
carbons and delivers the dry or residue 
gas to said companies ; that in addition 
to the gas which it produces Phillips 
has contracts with certain other pro- 
ducers by which it purchases gas at 
their wellheads which gas it gathers, 
processes, and sells in the same manner 
as the gas from its own wells and 
leases; that the production from its 
own leases is 14 per cent of the total 
production of the field and the gas it 
purchases is 4.4 per cent of the field 
total, making a total of gas which it 
produces or purchases of 18.4 per cent 
of the field total; that the geographical 
location of the processing plants across 
the state line is a mere incident, they 
being so located because the site is 
more centrally located in respect to 
Phillips’ gathering operations in both 
Texas and Oklahoma; that the value 
of the liquid hydrocarbons extracted 
from the raw gas by Phillips in these 
plants varies with market conditions 
as does the cost of gathering the gas; 
that in the process of gathering and 
extraction some of the gas is used for 
fuel purposes and some is lost through 
shrinkage; that after allowing depre- 
ciation to date Phillips has invested 
in the Hansford and Sherman plants 
and the gathering systems serving 
them in excess of $19,000,000; that 
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all of the gas produced and purchased 
by Phillips in this field is sold after 
the extraction of liquid hydrocarbons 
as residue gas elsewhere than at the 
wellhead ; that the acreage from which 
it produces and purchases gas is dedi- 
cated for the life of the production 
to the performance of its contracts 
with Panhandle and Michigan-Wis- 
consin; that after processing at these 
plants at Hansford and Sherman the 
residue gas is delivered into the inter- 
state pipelines of these two companies ; 
that the contracts with both Panhandle 
and Michigan-Wisconsin provide in 
great detail as to how the gas shall be 
processed and the constituents and heat 
energy content of the residue gas de- 
livered to them; that besides Phillips 
only Panoma and Plains Natural Gas 
Company produce, gather, and process 
their own gas in this field and sell 
it in interstate commerce; that Phillips 
is the only company in the field that 
both buys gas at the wellhead for proc- 
essing in addition to processing its own 
gas; that the gathering and processing 
of the gas produced in Oklahoma is 
part of one continuous over-all pro- 
duction ; that the value of the products 
extracted from the gas in Oklahoma 
from this field, although a fluctuating 
figure, about equals the cost of gath- 
ering and the cost of processing; that 
in order for Phillips to obtain the 
equivalent of 9.8262 cents per thou- 
sand cubic feet at the wellhead for the 
gas which it produces it must receive 
9.8262 cents for the residue gas after 
processing; that if Phillips does not 
obtain such price for residue gas but 
is forced to sell it at the price called 
for by its contracts with Panhandle 
and Michigan-Wisconsin such a loss 
would result that Phillips would be 


forced to close down its producing, 
gathering, and processing operations ; 
that there is no other market for this 
gas; that if Phillips were forced to 
construct another processing plant in- 
side the borders of Oklahoma, the unit 
cost would be much higher than it is 
under the present arrangement where- 
by the same plants can process both 
Oklahoma and Texas gas; that the 
total cost of gathering and processing, 
when deducted from the value received 
for the liquid hydrocarbons extracted, 
leaves only a minute fraction of a cent 
for earning rate on the investment; 
that out of 1,000 wells currently pro- 
ducing in this field gas is sold at the 
wellhead from only 141 of them and 
the remaining gas produced in this 
field by all companies is sold at points 
elsewhere than at the wellhead. 

Cities Service Gas Company, North- 
ern Natural Gas Company, and Nat- 
ural Gas Company introduced stipula- 
tions outlining their respective opera- 
tions and showing that they purchased 
both raw gas at the wellhead and 
processed gas and sold most of such 
gas in interstate commerce. The 
various contracts and amendments or 
modifications thereof between Phillips, 
Panhandle Eastern, and Michigan- 
Wisconsin were introduced in evi- 
dence. 

The commission entered its findings 
to the effect that since the date of 
its last order in 1947 fixing the mini- 
mum price of gas at the wellhead at 
7 cents commodity prices in general 
and the use value of gas had so in- 
creased that the sale of gas from said 
field at any price less than 9.8262 cents 
measured at the wellhead at a pressure 
base of 14.65 pounds absolute per 
square inch causes both physical and 
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economic waste; that the taking of gas 
at the price now prevalent causes a 
less return to royalty owners and the 
state of Oklahoma, results in inequi- 
table taking from the common source 
of supply and in discrimination against 
various producers in the field; that 
only a small portion of the gas pro- 
duced in the field is actually sold at 
the wellhead; that much of the gas is 
gathered and liquid hydrocarbons ex- 
tracted, the residue being sold at the 
conclusion of processing ; that the val- 
ue received by the processor for the 
liquid hydrocarbons extracted does not 
exceed the cost of gathering and proc- 
essing the gas and represents a valu- 
able service to the purchaser; that to 
realize a price. equivalent to and not 
less than 9.8262 cents per thousand 
cubic feet at the wellhead such producer 
and processor must receive for such 
residue gas a price of not less than 
9.8262 cents; that to prevent waste, to 
protect correlative rights, and insure 
the greatest ultimate recovery of gas 
from the common reservoir gas should 
not be permitted to be taken from the 
structures of said field at a price less 
than 9.8262 cents; that a minimum 
price order cannot be made fully ef- 
fective unless the manner in which pro- 
ducers of processed gas shall obtain 
such price is provided ; and entered its 
order that no gas shall be produced 
from said field at a price less than 
9.8262 cents per thousand cubic feet 
if sold at the wellhead or on the lease 
or drilling unit or a price equivalent to 
9.8262 cents if sold off the lease or 
drilling unit or otherwise utilized ; that 
the minimum price of gas sold at the 
conclusion of gathering but without 
extraction of hydrocarbons shall be 
9.8262 cents plus the reasonable cost 
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of gathering; and that processed or 
residue gas shall be sold at a price of 
not less than 9.8262 cents. 

The contentions of the various plain- 
tiffs in error may be broadly grouped 
under three general propositions, each 
with several subheads and arguments 
which will be discussed in their proper 
place. These three propositions are: 
(1) that the order of the commission 
is not predicated upon adequate find- 
ings and is not supported by the evi- 
dence; (2) that the order purports to 
regulate interstate commerce and im- 
poses an unlawful embargo and restric- 
tion thereon; (3) the commission has 
no power or authority, express or im- 
plied, to fix the minimum price at 
which residue gas, only one of the con- 
stituents of raw gas, shall be sold. 

Under the first general proposition, 
plaintiffs in error allege that the find- 
ings of the commission are inadequate 
as basic findings of fact to support the 
conclusions expressed in the order as 
findings in that the commission’s find- 
ing as to the existence of physical waste 
is a final conclusion, not a basic fact 
finding; that the finding of physical 
waste is not supported by the evidence ; 
that the finding of economic waste is 
not supported by the evidence; that the 
commission cannot fix the price of 
commodity sold in interstate com- 
merce merely to increase the profits 
of the sellers of such commodity ; that 
the findings that under existing price 
there is loss to the royalty owners and 
the state do not justify the order; the 
order goes beyond the necessities of 
the case ; the finding that the price now 
prevalent results in inequitable taking 
from the common source of supply is 
without support of adequate findings 
and evidence; the finding that the prev- 
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alent price results in discrimination 
against various producers is unsup- 
ported by findings of basic facts and 
the evidence; the finding that the pro- 
duction of gas is in excess of market 
demand is without foundation in find- 
ings of basic facts or the evidence; a 
mere finding that the order is for the 
prevention of waste, the protection 
of correlative rights, and in the interest 
of the state is not sufficient basis for 
the exercise of jurisdiction; the order 
purports to fix the earnings of gather- 
ers and processors of gas which is 
beyond the scope of the commission’s 
jurisdiction ; the order is a special or- 
der; there is no substantial evidence 
to sustain the finding that the mini- 
mum price for residue gas should be 
identical with the wellhead price for 
raw natural gas. 

A review of the evidence outlined 
above demonstrates that none of these 
contentions are well founded. There 
is substantial evidence to the effect that 
the prevalent price of raw gas in this 
field (7 cents per thousand cubic feet 
as fixed by previous order) will not, 
under present economic conditions pre- 
vailing, such as cost of labor and mate- 
rials, permit the drilling of wells in 
fringe areas, resulting in nondevelop- 
ment of the field, migration of gas to 
wells in production to the loss of land- 
owners in fringe areas, and incomplete 
exhaustion of the gas-bearing struc- 
tures, all to the loss of landowners, 
producers, and the state of Oklahoma 
generally. Such facts constitute both 
physical and economic waste and am- 
ply justify the commission’s order on 
that factor. Certainly such facts clear- 
ly show inequitable taking from the 
common source of supply, irreparable 
harm to correlative rights of owners, 


loss to royalty owners, and loss to the 
state and are sufficient to sustain the 
interest of the state in correcting such 
abuses. This is a regulatory order 
based upon the interest of the state in 
conserving its natural resources; it is 
not an order designed merely to in- 
crease the earning of producers and 
processors. Such an order is a proper 
exercise of the state’s police power. 
Cities Service Gas Co. v. Peerless Oil 
& Gas Co. (1950) 203 Okla 35, 85 
PUR NS 412, 220 P2d 279, affirmed 
(1950) 340 US 179, 87 PUR NS 41, 
95 L ed 190, 71 S Ct 215. That it 
may have such effect is a mere incident. 

The evidence that the value of the 
liquid hydrocarbons extracted just 
about balances the cost of gathering 
and processing the raw gas is uncon- 
tradicted. Certainly such processing 
constitutes a valuable service to the 
purchaser. The contracts introduced in 
evidence are very precise as to exactly 
what constituents shall remain in the 
residue gas contracted for. To have 
any regulation at all, to insure that all 
gas produced from the structures in 
this field shall be sold at the same min- 
imum price it was necessary to fix the 
price of residue gas and the evidence 
is substantial to show that such price 
must be the same as that of raw gas 
to attain this end. See Phillips Pe- 
troleum Co. v. State of Oklahoma 
(1950) 340 US 190, 87 PUR NS 48, 
95 L ed 204, 71 S Ct 221. 

The findings of the commission are 
supported by basic facts and the order 
of the commission is based on substan- 
tial evidence. 

[1-3] Under the second and third 
broad groups of contentions plaintiffs 
in error claim that the order fixing the 
price of residue gas places a burden 
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upon interstate commerce; that such 
residue gas is dedicated and destined 
for interstate movement even before 
the production of the natural gas of 
which such residue gas is a constituent ; 
that there is a steady, uninterrupted 
flow from the wells to the gathering 
system through the processing plant 
into the pipeline systems and ending 
at markets in states outside Oklahoma; 
that such order was not made in any 
economic interest but for the interest 
of those producers who also process 
gas before delivery, and thus imposes 
an embargo and unlawful regulation 
on interstate commerce, is arbitrary 
and discriminatory; the order consti- 
tutes an unwarranted and unnecessary 
invasion of property rights under the 
guise of the exercise of the police pow- 
er and deprives plaintiffs in error of 
their property without due process of 
law; the order impairs the obligation 
of contracts, takes plaintiffs in error’s 
property for private use; there is no 
local interest which outweighs the na- 
tional interest in burdening gas sold 
interstate with state price-fixing regu- 
lations ; the commission seeks by this 
order to exercise extraterritorial juris- 
diction ; the price fixed for residue gas 
is not supported by substantial evi- 
dence. 

The order of the commission fixing 
a price of 7 cents per thousand cubic 
feet at the wellhead in the Guymon- 
Hugoton field was involved in the 
cases of Cities Service Gas Co. v. 
Peerless Oil & Gas Co., supra; Phillips 
Petroleum Co. v. State of Oklahoma, 
supra, and Natural Gas Pipe Line Co. 
of America v. Panoma Corp. (1953) 
— Okla —, 5 PUR3d —, 271 P2d 
354. The same field and the same par- 
ties as here were involved and the same 
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arguments were made and the same 
authorities cited in support thereof as 
here. These cases are decisive of the 
point that the commission, under its 
regulatory power for conservation pur- 
poses, has the power to fix a minimum 
price as a condition precedent to the 
taking of natural gas from the struc- 
tures; that such minimum price does 
not place an embargo or unlawful re- 
striction upon interstate commerce, 
unlawfully impair the obligations of 
contracts, or violate due process. And 
as said in the Phillips Petroleum Co. 
Case, supra, by the United States Su- 
preme Court, the commission may or- 
der a producer such as Phillips who 
does not sell raw gas at the wellhead 
to obtain the equivalent of the fixed 
minimum price when the gas is sold 
after processing, because the commis- 
sion must be able to regulate the oper- 
ations of all producers or there is 
little point in regulating any. 

The only new question presented 
here is: may the commission establish 
a method or formula by which it can 
be ascertained whether a producer who 
does not sell raw gas at the wellhead 
obtains the equivalent of the fixed min- 
imum price of raw gas as taken from 
the structures? and if so and to imple- 
ment the obtaining of such equivalent 
price, can the commission add to the 
cost of raw gas, which is not processed 
before sale but is sold off the lease, 
the reasonable cost of gathering, or in 
case the raw gas is processed for the 
removal of liquid hydrocarbons before 
actual delivery to the purchaser, fix 
the price of the residue gas being only 
one constituent of the raw gas. so 
delivered ? 

Appellants concede that under their 
contracts the residue gas which they 
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purchase is dedicated to the fulfill- 
ment of such contracts even before the 
production of the natural gas of which 
such residue gas is a constituent is pro- 
duced and that such gas can be sold 
to no one else. This, of course, 
amounts to a sale of the residue gas in 
place; the sale is made before any 
movement of any kind starts and be- 
fore anything in the nature of inter- 
state commerce occurs, regardless of 
the acts required to be performed be- 
fore the residue gas is separated from 
other constituents of the raw gas and 
regardless of the point of delivery to 
the purchaser. As said in Natural 
Gas Pipe Line Co. of America v. Pan- 
oma Corp., supra, the processing of the 
raw gas amounts to a manufacturing 
operation and represents a valuable 
service to the purchaser. Under their 
contracts purchasers are able to buy 
a manufactured product for which they 
have a ready sale without necessitating 
large investment in processing equip- 
ment to make the raw product salable. 

It seems self-evident and axiomatic 
that if the commission has the power 
to regulate by fixing minimum prices, 
it has the power to establish a formula 
and method by which it may be ascer- 
tained and determined whether all pro- 
ducers in the field are obtaining such 
minimum price, as it is their inesca- 
pable duty to do. It is only necessary 
that a formula or method so estab- 
lished be reasonable and practically 
effective to carry out the purpose for 
which it is made. Under the evidence 
here it is clearly shown that the market 
for liquid hydrocarbons is a competi- 
tive and fluctuating one. It would 
seem highly impractical to attempt to 
fix a price for any one or all of such 
liquid hydrocarbons. It is also shown 
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that by the very nature of natural gas 
its market is fixed and stable and 
amounts almost to a monopoly in a 
limited way; that because of the great 
expense and investment necessary for 
adequate distributing lines for moving 
the gas to the ultimate user a seller of 
residue gas must have a dedicated and 
guaranteed source of supply and fran- 
chise for more or less exclusive sale. 
Such requirements, of course, keep the 
sale of residue natural gas as a fuel off 
a competitive market to a great extent. 

The evidence shows that the average 
return over a long period from the sale 
of the liquid hydrocarbons extracted 
from the raw gas just about balances 
the cost of gathering and processing ; 
sometimes the sale amounts to more 
and quite often amounts to less. Asa 
practical matter it seems that the only 
feasible method to carry out the pur- 
pose of the commission in regulating 
the taking of natural gas from the 
structures by all producers, regardless 
of their particular mode of operation, 
would be to fix the price of the residue 
gas, which is the only fairly stable con- 
stituent of raw gas. 

All parties concede that under the 
cases cited above the commission can 
fix the price of gas as taken from the 
structure. If it can fix the price of the 
whole, it can fix the price of all of the 
parts constituting the whole. If it 
is not practically feasible to fix the 
price of all of the parts constituting the 
whole, it can fix the price of that con- 
stituent which can be controlled, pro- 
vided it does it in a reasonable manner 
and so that the over-all purpose is car- 
ried out. Under the evidence it seems 
that the commission established the 
only formula which it could establish 
that would be workable and not be dis- 
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criminatory or arbitrary. Under the 
formula established the producer who 
sells raw gas without processing off 
the lease obtains the minimum price 
plus the reasonable cost of gathering ; 
mere arithmetical computation shows 
that only by adding the cost of gather- 
ing to the minimum price can such a 
producer obtain the equivalent of such 
minimum price at the wellhead. The 
same thing is true as to residue gas. 
As it is shown that the liquid hydro- 
carbons counterbalance the cost of 
gathering and processing (which as 
above stated represents a valuable serv- 
ice to the purchaser, the only practical 
way to insure that a producer who 
processes raw gas before actual deliv- 
ery thereof to the purchaser will obtain 
the equivalent price of raw gas at the 
wellhead is to fix the price of residue 
gas as the same price of raw gas. As 


a practical matter this allows the pur- 


chaser of residue gas to receive a man- 
ufactured and processed product for 
which he has a sale at the same price 
he would have to pay for the raw prod- 
uct. If, for example, a furniture dealer 
could obtain finished furniture for sale 
at the same price he could obtain un- 
finished lumber, he would think he had 
a rare bargain. The point of delivery 
of the finished product is a mere inci- 
dent. The sale is made before any- 
thing in the nature of interstate com- 
merce occurs. The order thus has no 
extraterritorial effect. 


We think the commission has the 
power to fix the price of residue gas 
as a necessary incident, under the facts 
shown in this record, to the regulation 
of the sale of raw gas as taken from 
the structures, and the formula and 
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method established is both reasonable 
and practical. 

The order of the commission is 
based upon basic findings of fact and 
is supported by substantial evidence. 

Affirmed. 


Johnson, V. C. J., and Welch and 
Corn, JJ., concur. 

Williams, J., concurs by reason of 
stare decisis. 

Halley, C. J., and Davison, O’Neal 
and Blackbird, JJ., dissent. 


BLACKBIRD, Justice (dissenting): I 
cannot agree with the views expressed 
in the majority opinion. 

The price-fixing part of the order in- 
volved herein is as follows: 

“It is therefore ordered by the cor- 
poration commission of the state of 
Oklahoma as follows: 

“1. That no gas shall be produced 
from any well located in the Guymon- 
Hugoton Field of Oklahoma except at 
a price of not less than 9.8262 cents 
per thousand cubic feet if sold at the 
wellhead or on the lease or drilling 
unit from which produced, or a price 
equivalent to not less than 9.8262 cents 
per thousand cubic feet at the wellhead 
if sold off the lease or drilling unit or 
otherwise utilized. If the gas is sold 
during or upon conclusion of gather- 
ing without being processed for the 
extraction of liquid hydrocarbons, the 
price shall be not less than 9.8262 cents 
per thousand cubic feet plus the rea- 
sonable cost of gathering. If the gas 
is processed for extraction of liquid 
hydrocarbons and sold during or at 
the conclusion of gathering, the price 
for the residue gas shall be not less 
than 9.8262 cents per thousand cubic 
feet.” (Italics added.) 

It will be seen from the above that 
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the order purports to fix the price of 
gas at three different stages, namely: 

(1) Raw gas at the wellhead ; 

(2) Raw gas “sold off the lease or 
drilling unit or otherwise utilized’’ in- 
cluding that sold at the conclusion of 
gathering and before processing, and 

(3) Residue gas (the residue of 
raw gas after it has been processed). 

As to (1) above, there can be no 
question as to the validity and consti- 
tutionality of the order in view of the 
decision of this court in Cities Service 
Gas Co. v. Peerless Oil & Gas Co. 
(1950) 203 Okla 35, 85 PUR NS 
412, 220 P2d 279, and the decision 
of the United States Supreme Court on 
that case’s appeal. See Cities Serv- 
ice Gas Co. v. Peerless Oil & Gas Co. 
(1950) 340 US 179, 87 PUR NS 
41, 95 Led 190, 71 S Ct 215. How- 
ever, as to (2) and (3) I think the 
order is invalid and unconstitutional. 

Each of the respondent companies 


is a “natural gas company” as that 
term is defined in the Natural Gas Act, 
52 Stats 821, 15 USCA § 717 et seq. 
All are foreign corporations operating 
gas pipeline transportation systems 
traversing state lines and transporting 
residue gas derived by processing raw 


gas. Substantially all of this residue 
gas is transported through respond- 
ents’ interstate pipelines and sold as 
fuel in various northern states. Such 
gas transportation is performed under 
authority of certificates of public con- 
venience and necessity issued to said 
respondents by the Federal Power 
Commission and the selling of that gas 
in those states is likewise under the 
exclusive jurisdiction of that body. 
When the raw gas arrives at Phillips’ 
two Texas plants for processing, it has 
already been commingled in Phillips’ 


Texas-Oklahoma pipeline system with 
other raw gas produced in Texas. 
Michigan-Wisconsin’s purchases from 
Phillips are made under a contract 
specifying a certain price therefor, en- 
tered into by and between said parties 
on December 11, 1945, with amend- 
ments later made. 

The Panhandle Company’s pipeline 
system extends directly from produc- 
ing areas in Oklahoma, Texas, and 
Kansas to Missouri and other states 
north and east, where the gas it trans- 
ports is sold at wholesale, both to util- 
ity companies for resale and to indus- 
tries in those states for their own use. 
Part of this gas is derived from Pan- 
handle’s own wells in Oklahoma, and 
part is purchased from other pro- 
ducers. 

All of the respondents maintain that 
order No. 26096 is an unconstitutional 
assertion of power by the corporation 
commission in so far as it purports 
to fix the price of residue gas, and 
raw gas, after it has left the wellhead 
and lease or drilling unit where it is 
produced and enters an interstate pipe- 
line system for resale in other states. 
Only Natural argues that the order 
as a whole, including the part appli- 
cable to wellhead gas, is invalid or not 
justified by the evidence. As I con- 
sider the order separable as applied 
to the gas in its three classifications 
above named, and, as I note that under 
the stipulated facts, Natural is not a 
purchaser of wellhead or raw gas, if 
order No. 26096 had been reversed 
only as it purports to apply to gas 
other than at the wellhead, Natural 
would then have no rights impinged, 
as the price it is paying Panoma for 
residue gas under its present contract 
presumably would not be directly af- 
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fected or disturbed. In that situation, 
the questions Natural raises as to the 
wellhead gas price-fixing feature of 
the order would become merely ab- 
stract or hypothetical ones, and not 
subject to review on specifications of 
error by this party not shown to be 
then affected by it. See Patterson v. 
Stanolind Oil & Gas Co. (1938) 182 
Okla 155, 77 P2d 83; Emrick v. State 
Highway Commission (1931) 147 
Okla 252, 296 Pac 412; Swan v. 
Home Savings & State Bank (1931) 
148 Okla 42, 297 Pac 250; Re Stew- 
art Bros. (1916) 53 Okla 153, 155 
Pac 1124; 2 Am Jur, “Appeal and 
Error’, § 152. I will therefore reserve 
opinion on that part of Natural’s argu- 
ment and consider now only its argu- 
ment directed at the “nonwellhead” 
portions of the order, together with 
those of the other protestants, which 
on those phases are substantially the 
same. 

As the order purports to fix the 
price of raw gas at the conclusion of 
its gathering beyond Oklahoma’s ter- 
ritorial limits, or after it has gotten 
into an interstate pipeline, and pur- 
ports to fix the price of residue gas, 
respondents say : 

(1) The findings and order of the 
commission are not supported by sub- 
stantial, competent evidence ; 

(2) The order is beyond the con- 
stitutional and statutory power of the 
commission and, as applied to protes- 
tants, violates, 

(a) Sections 7, 15, 23, and 24 of 
Art II of the Oklahoma Constitution, 
and § 10, Art I, and the Fourteenth 
Amendment of the United States Con- 
stitution, by taking their property and 
valuable property rights without due 
process of law, without just compensa- 


5 PUR 3d 


tion, and without a justifying public 
purpose or reciprocity of advantage, 
and denies them equal protection of 
the law, 

(b) and violates § 8, Art I of the 
United States Constitution by placing 
an unlawful embargo on interstate 
commerce. 

In so far as order No. 26096 pur- 
ports to apply to the gas after it is 
received into. interstate pipelines and is 
sold for immediate transportation and 
resale in other states, I think its in- 
validity is settled by State of Wiscon- 
sin v. Federal Power Commission 
(1953) 92 US App DC 284, 
100 PUR NS 506, 205 F2d 706. The 
opinion promulgated therein demon- 
strates, with the ample support of the 
previous United States Supreme Court 
decisions cited therein, that gas sales, 
in no respect (affecting their interstate 
character) different from those in the 
present case, are interstate commerce, 
and cannot be regulated by any state; 
and that the exemption of “production 
or gathering of gas” contained in the 
Natural Gas Act, supra, does not ex- 
tend to sales made after production 
and gathering have been completed. 
There is no direct conflict between this 
decision and previous decisions of our 
own court. There is little, if any, dis- 
agreement among the litigants herein 
as to the principles of constitutional 
law that apply. The only conflict or 
joinder of issues in their argument 
seems to center around their divergent 
interpretations of order No. 26096. 
Thus they agree that under the weight 
of authority, including Cities Service 
Oil & Gas Co. v. Peerless Oil & Gas 
Co., supra, extension of the state’s po- 
lice power to price fixing can be con- 
stitutionally justified only on the basis 
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of a public purpose or protection of 
the public interest, such as gas con- 
servation. But proponents of the or- 
der seek to interpret and justify it as a 
conservation measure. Therefore, let 
us analyze the present order as tested 
by the principles laid down by our 
court in the Cities Service Gas Co. 
Case, supra [203 Okla 35, 85 PUR 
NS 412, 220 P2d 280]. The material 
ones, as expressed in the syllabus of 
our opinion, are as follows: 

“1. The grant of power to the cor- 
poration commission under 52 OS 
1941, § 239 to regulate the taking of 
natural gas from a common source of 
supply ‘so as to prevent waste, protect 
the interest of the public, and of all 
those having a right to produce there- 
from,’ by necessary implication in- 
cludes the power to employ such means 
as may be reasonably necessary to the 
accomplishment of the declared pur- 
poses and includes the power to fix a 
price consideration in the taking of 
gas when found necessary to the at- 
tainment of such ends. 

“2. The provisions of 52 OS 1941, 
§ 233, give the corporation commis- 
sion authority to fix the price at which 
natural gas may be produced and taken 
from the field, under the circumstances 
and in the manner therein stated. 

“3. Price control, like any other 
form of regulation, is unconstitutional 
only if arbitrary, discriminatory, or 
demonstrably irrelevant to the policy 
which the legislature is free to adopt, 
and hence an unnecessary and unwar- 
ranted interference with individual lib- 
erty. A price-fixing order of the cor- 
poration commission made pursuant to 
statute is to be tested by the same 
standards. 





NATURAL GAS PIPELINE CO. v. OKLAHOMA CORP. COMMISSION 





“5. The commerce clause of the 
federal Constitution does not preclude 
the state in the protection of local in- 
terests from fixing a uniform mini- 
mum price consideration as a condition 
of the taking of natural gas from a 
common reservoir because a producer 
therefrom will, in the normal course of 
business, sell and deliver gas in inter- 
state commerce. The regulation is im- 
posed before the operation of interstate 
commerce occurs.” (Italics added. ) 

As shown in the above quotation, 
our upholding of the gas price-fixing 
order involved in that case, was based, 
at least in part, upon the following con- 
sideration : 

(1) That the order was a reason- 
ably necessary means to the accom- 
plishment of the declared purpose of 
the corporation commission’s statu- 
tory grant of power to prevent waste 
and protect correlative rights in a com- 
mon source of gas supply; 

(2) That price control is unconsti- 
tutional only when it is an unnecessary 
and unwarranted interference with in- 
dividual liberty ; 

(3) That such an order does not 
violate the commerce clause of the 
federal Constitution when it fixes a 
uniform minimum price as a condition 
of taking the gas from a common res- 
ervoir and takes effect before the gas 
gets into interstate commerce. 

When weighed in the light of the 
above tests, I think the order in ques- 
tion must be found wanting. After 
examining the provisions of the order 
purporting to fix the price of residue 
and raw gas away from the well or 
field or at the conclusion of its gather- 
ing, and weighing their effect and op- 
eration, as applied to the situation here 
and the rights of all concerned, I do 
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not see how they can be justified as a 
conservation measure. In the 14th 
paragraph of its findings, the commis- 
sion found: 

“That a minimum price order can- 
not be made fully effective and dis- 
crimination prevented without a means 
provided for determining the manner 
in which the amount realized for gas 
by producers operating gathering and 
processing plants.” 

This is obviously an incomplete sen- 
tence and finding, but if it was intend- 
ed to say by it that fixing a price for 
residue gas and raw gas away from the 
well or field is reasonably necessary to 
the effective and indiscriminate opera- 
tion of the order, I do not agree. It 
was not shown that any of the wells 
in the Guymon-Hugoton field are 
without gauges at their wellheads or 
that it is necessary to fix the price at 
any other point in order to accomplish 
the only legally justifiable purposes of 
such an order. There is no substantial 
evidence in this case to detract from 
the conclusion that the purposes of con- 
servation are served when the taking 
from the gas sand is regulated at the 
wellhead by fixing the price right there 
—and before it gets into interstate pipe- 
lines and is commingled with gas from 
other states, as was shown to occur 
before some of it arrives at Phillips’ 
plants in Texas. Of course, Phillips’ 
evidence was calculated to show that 
it and other gatherers and processors 
similarly situated had a problem of 
determining whether or not they were 
receiving for residue gas the equiva- 
lent of the commission-fixed price for 
raw gas at the wellhead. This same 
problem is said to have been presented 
to the United States Supreme Court in 
Phillips Petroleum Co. v. State of 
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Oklahoma (1950) 340 US 190, 87 
PUR NS 48, 49, 95 L ed 204, 71 S Ct 
221, 222, as evidenced by the follow- 
ing excerpt from that court’s opinion: 

“Phillips also relies heavily on the 
contention that the orders are unrea- 
sonably vague. In substance, this ar- 
gument is nothing more than that the 
determination by an integrated com- 
pany of proceeds realized from gas at 
the wellhead involves complicated 
problems in cost accounting. These 
problems are common to a host of 
valid regulations. There is nothing to 
indicate that Phillips will be penalized 
for reasonable and good faith efforts 
to solve them.” 

In both of the above cases and the 
Cities Service Gas Co. Case, supra, it 
was demonstrated that an order fixing 
a wellhead price applies to all and dis- 
criminates against none. While this 
may not be the only way to prevent 
waste and preserve correlative rights 
by price fixing, it appears to be the 
best plan that has come before this 
court. Contrary to the impression the 
majority opinion seems to leave, the 
Phillips’ Case, supra, furnishes it no 
support. While it is true that the court 
therein recognized that the commis- 
sion must be able to fix the price for 
all producers or there is no point in 
trying to fix the price for any, it re- 
jected Phillips’ claim that a wellhead 
price could not be uniformly and in- 
discriminately enforced. And it must 
be borne in mind that the orders there 
involved attempted no more than to fix 
the price of raw gas at the wellhead, as 
distinguished from a residue or by- 
product processed in another state and 
there sold in interstate commerce. It 
was specifically stated in that opinion : 
“Appellant does not argue that the 
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orders violate the commerce clause, 
Art 1, § 8, cl 3.” 

The price fixed in the objectionable 
portions of the order here presented 
would not operate indiscriminately. 
True, the order might readily solve 
Phillips’ accounting problems. If com- 
pletely effective, it might even furnish 
Phillips legal justification and exonera- 
tion for not living up to its contracts 
for the sale of residue gas made in 
prior years and specifying prices which 
now may seem unfavorable to it, yet 
it would discriminate against those 
who do not have the pipeline and proc- 
essing facilities Phillips possesses. 
Granted that residue gas, or raw gas 
with gasoline and hydrocarbons re- 
moved, is more valuable for fuel pur- 
poses and to fuel consumers and 
distributors than the gas as it comes 
from the well in its natural state and 
that such gas should command a better 
price from such purchasers (being 
processed and ready for their use) 
these facts are immaterial, or at least 
of minor or secondary importance, to 
the primary question: Is it necessary 
for the commission to guarantee to a 
processor its cost of gathering, or in 
the instance of residue gas, that cost, 
plus the cost of processing, in order 
to accomplish conservation of the 
state’s natural gas resources? If so, 
this was not established by the evi- 
dence despite the statement to the con- 
trary contained in the majority opin- 
ion. No attempt was made to show 
that gas from the Guymon-Hugoton 
field would not have a market or that 
economic or physical waste of such 
resource would result if gatherers of 
gas in the field were not thus guar- 
anteed their cost of gathering over and 
above the wellhead price. In this con- 
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nection, I challenge any and all to 
show me proof in the present record 
that Phillips is actually losing money 
on its operations, or (as said in the 
majority opinion) “that if Phillips 
does not obtain” the price fixed by the 
order in question “for residue gas but 
is forced to sell it at the price called 
for by its contracts with Panhandle 
and Michigan-Wisconsin such a loss 
would result that Phillips would be 
forced to close down its producing, 
gathering, and processing operations ; 
. . . ”. As hereinbefore noted, 
Phillips attempted to show by its in- 
terdepartmental system of cost ac- 
counting, and the commission found, 
that the “value” of the liquid hydro- 
carbons extracted from the raw gas 
does not exceed the cost of processing 
and gathering it, “including a reason- 
able allowance for depreciation and re- 
turn on investment .” But I 
say that even if, on the basis of appli- 
cable law and substantial evidence, 
such a guaranteed profit to such proc- 
essors might conceivably be justified 
as a conservation measure, it is dis- 
criminatory, and the discrimination is 
in favor of those situated as is Phillips. 
By guaranteeing such companies the 
same minimum price for residue gas 
as raw or wellhead gas, the order 
gives them either: one highly mar- 
ketable product (residue gas) free of 
cost for gathering and processing (if 
such cost is charged to its processing 
or refining department), or more mar- 
ketable products free of such costs, 
such as gasoline, carbon black and oth- 
er hydrocarbons (if the gathering and 
processing is charged against the resi- 
due gas as a part of the cost of mar- 
keting it). Other purchasers buying 
gas at the wellhead would not have the 
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advantage of this “two-way guaran- 
tee,” but after purchasing the gas 
there, are “on their own” as regards 
paying their costs of gathering and 
marketing it. Another and second dis- 
crimination which is more patent on 
the face of the order is that it purports 
to require the producer or lessee who 
sells gas after it is “gathered,” but be- 
fore it is processed, to obtain for it, in 
addition to the wellhead (and residue 
price) of 9.8262 cents per thousand, an 
extra added premium which the order 
calls: “the reasonable cost of gather- 
ing.” Aside from the controversies 
such an order will engender over the 
question of when or at what point gas 
can be said to be “gathered” within the 
meaning of that term as used in the 
order, this provision discriminates in 
favor of those owners of mineral rights 
who derive their producing royalty in- 
come from lessees or producers who 
sell gas at the conclusion of gathering, 
and against those who derive their in- 
come from producers in the other two 
categories, that is, (1) those who sell 
nothing but raw gas at the wellhead, 
and (2) those who make no sale of 
gas until after it is processed and be- 
comes residue gas. The majority 
opinion reflects that there is some 
wastage and shrinkage between the 
wellhead and the gauges at the process- 
ing plants. How will the royalty own- 
ers under leases owned by Phillips get 
paid for as many cubic feet of gas as 
the royalty owner under leases produc- 
ing gas that is sold at the wellhead? 
Will these royalty owners get paid on 
the basis of the number of cubic feet of 
raw gas that pass through the gauges 
at the wellhead, or will they be paid on 
the basis of the number of feet of res- 
idue gas that pass through the gauges 
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at the processing plant? To me, the 
above considerations not only demon- 
strate that the order in question is 
discriminatory in more than one re- 
spect, but also, that by it, the commis- 
sion is about to launch an unlawful 
and dangerous invasion of the field of 
private enterprise, or “individual liber- 
ty,” as expressed in the Cities Service 
Gas Co. Case, supra, without the jus- 
tification of necessity for conservation 
purposes. If this body’s fixing of the 
price of residue gas can be justified on 
the grounds of conservation, as differ- 
ent a product and as far removed as it 
is from the natural gas that is the 
resource to be conserved, then I see 
no reason why that body cannot also 
fix the price of gasoline, carbon black, 
and other products or commodities re- 
fined and/or manufactured from nat- 
ural gas. 

The record reveals that before the 
last of the protracted series of hearings 
in this case the commission, through 
its chairman and its attorney, ex- 
pressed grave doubt, or at least serious 
misgivings, as to whether a price- 
fixing order for anything but raw gas 
at the wellhead could be legally or con- 
stitutionally justified as a conservation 
measure. This makes it doubly sur- 
prising and somewhat imponderable to 
find that after delaying its decision sev- 
eral days after the last hearing, the 
commission, on the basis of the weak 
and biased evidence presented by no 
other company than Phillips, signed 
substantially the same kind and form 
of order that Phillips’ attorneys had 
previously drawn and exhibited to the 
commission earlier in the hearings. 

On the basis of the foregoing views, 
it is my conclusion that order No. 
26096 is valid in so far as it sets a 
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price for natural gas at the wellhead, and reversed in part. To that extent, 
but is invalid in its other price-fixing and for the foregoing reasons, I dis- 
aspects. Accordingly, I think the or- sent to the opinion of the majority. 
der should have been affirmed in part 
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Re City Gas Company of New Jersey 


Docket No. 7950 
July 21, 1954 


PPLICATION by gas company for authority to increase rates 
L \ and for approval of adjustment clause; increase granted 
and adjustment clause disapproved. 


Valuation, § 213 — Equipment not presently used — Inclusion in rate base. 
1. Equipment to be used in the future after extensive repairs have been 
made will not be included in a gas company’s rate base, p. 19. 

Return, § 101 — Natural gas company — Cost rate base. 
2. A return of 6 per cent on an original cost rate base was deemed fair for 
a natural gas company, p. 20 

Depreciation, § 66 — Natural gas — Percentage allowed. 
3. An allowance of 2.25 per cent was considered a reasonable depreciation 
rate for a natural gas company in a rate-making proceeding, p. 21. 

Rates, § 303 — Price adjustment provision — Natural gas company. 
4. A proposed price adjustment provision in the tariff of a natural gas com- 
pany, seeking to pass on to the customers any increase in the purchase price 
of natural gas and refund any earnings above the rate of return of 6 per cent 
in the event of a decrease, is unacceptable since the board is unable to de- 


termine the reasonableness of a refund based on a future rate of return, p. 
#1. 


¥ 
APPEARANCES: George K. Large, (hereinafter sometimes referred to as 
by Sidney Kirschen, for City Gas company) on March 1, 1954, filed a 
Company of New Jersey; Charles F. new tariff providing for increased 
Paulis, Jr., for the People of the State rates and revised rules and regulations, 
of New Jersey, by Appointment of the to become effective May 1, 1954. The 


Attorney General. company estimated that the proposed 
By the Commission: tariff would increase annual revenues 

; by approximately $15,600 (Exh. P- 

Introduction 37B), and alleged that the increase is 


City Gas Company of New Jersey necessary because of the increased cost 
[2] 17 / -§ PUR3d 
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of purchased gas, labor, and materials 
since rates were last established in 
1950 (Tr. p. 27). 

Acting under the authority of R.S. 
48: 2-21, we suspended the proposed 
increases and revisions and set the 
matter for public hearing on the ques- 
tion of the justness and reasonableness 
of the company’s proposals. Our sus- 
pension order required that the com- 
pany give notice of the filing and of 
the time and place fixed for hearing to 
the Attorney General, to the clerks of 
the municipalities in its service area, 
and to its customers. 


The Proceeding 

Public hearings were held in Tren- 
ton on March 22 and May 10 and 11, 
1954. The record. shows compliance 
with the notice requirements and ap- 
pearances are shown supra. The rec- 
ord consists of 303 pages of testimony 
and 45 main exhibits. The company’s 
regular reports to the board from 1949 
to the date of this decision were made 
part of the record by reference. Briefs 
were filed by counsel for the company 
and the state rate counsel. 

The company presented two wit- 
nesses who testified as to the compa- 
ny’s property, method of operation, 
balance sheets, income statements, and 
a reproduction cost study and esti- 
mated depreciation as at December 31, 
1953. The state rate counsel and the 
board’s staff conducted cross-examina- 
tion. 


History and Description of the Com- 
pany 

In 1946, Mr. Harry E. Carver and 

members of his family organized three 

companies, namely, City Gas Company 

of New Jersey, City Gas Company of 

Phillipsburg, N. J., and City Gas Com- 
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pany of Newton, N. J., for the purpose 
of acquiring the gas property of the 
New Jersey Power & Light Company. 
(Mr. Harry E. Carver is president of 
all three companies. ) 

Prior to that time, New Jersey Pow- 
er & Light Company operated the 
property as a single unit. Subsequent 
to the acquisition, the property was di- 
vided into three separate operating 
units under the three company names 
hereinabove referred to. 

In addition to these three companies, 
the Carver interests control three 
other companies in New Jersey: City 
Gas Service Company, engaged in the 
selling of bottled gas; Penn-Jersey 
Pipe Line Company, operating a trans- 
mission line from Manufacturers Light 
& Heat Company in Pennsylvania, a 
natural gas supplier, to the plant of 
City Gas Company of Phillipsburg, 
N. J.; and Woodbine Water Company, 
furnishing water service in the bor- 
ough of Woodbine, New Jersey. 

At the present time the City Gas 
Company of New Jersey serves 
straight natural gas to approximately 
2,000 customers in the western sec- 
tions of Hunterdon and Mercer coun- 
ties. The company purchases natural 
gas from Texas Eastern Transmission 
Corporation through an interconnec- 
tion at Mt. Airy, New Jersey. The 
principal items of plant are two high 
pressure gas holders, one located at 
Lambertville, New Jersey, and the 
other at Flemington, New Jersey, and 
approximately 51.5 miles of mains, 
1,900 services, and 2,200 meters 

The company, in July, 1949, became 
the first gas utility in New Jersey to 
serve natural gas. Shortly thereafter 
it reduced its rates by approximately 
35 per cent (Exh. P-11). The com- 
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pany’s president stated that through 
December, 1952, the company was 
progressing satisfactorily, and that an 
extensive program of development and 
rehabilitation of the entire system was 
under way. He further stated that the 
company found it necessary to file for 
increased rates when its supplier in- 
creased the price of natural gas in 1953 
by approximately 46.3 per cent and 
because of increased cost of labor and 
materials (Tr. pp. 25 to 27). 


Rate Base 


Counsel for the company stated at 
page 4 of the transcript that the com- 
pany, “. is seeking a reasonable 
rate of return on its rate base figured 
at original cost as shown by its books.” 
The latest book figures contained in 
the filing are as at December 31, 1953. 
At the hearing, the company supplied 
information to bring the data to March 
31, 1954. We will use the latest avail- 
able data for the purpose of this deci- 
sion. 

The company’s books reflect the 
original cost of fixed capital. We ap- 
proved the original cost accounting of 
New Jersey Power & Light Company 
in our order dated March 1, 1945, and 
the entries on the company’s books 
now reflect the balances of the original 
cost determination brought down to 
date. The balance in the utility plant 
account at March 31, 1954, is shown 
as $595,907 and the related deprecia- 
tion reserve is $108,927. The manu- 
facturing plant has been retired since 
the introduction of natural gas. 

[1] The company’s calculation of 
average rate base at original cost on 
March 31, 1954, is shown in Exhibit 
P-37A. The company has included in 
rate base a relief holder located at 
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Flemington, New Jersey, which is not 
presently used or useful. The com- 
pany’s president testified that it will 
be used in the next twelve months (Tr. 
p. 169), but that extensive changes, 
repairs, and repiping are necessary. 
However, it cannot be definitely ascer- 
tained, from the record, when the prop- 
erty will be used and under these cir- 
cumstances, we will not include in rate 
base the depreciated value of this relief 
holder. The company has not deduct- 
ed contributions in aid of construction 
in its calculation of rate base. In ac- 
cordance with our usual practice, we 
will deduct the average balance in this 
account for the period. The compa- 
ny’s calculation of working capital is 
$21,000 at March 31, 1954, and $20,- 
000 at December 31, 1953. The rec- 
ord does not adequately indicate the 
reason for the increase and we will 
allow $20,000, which is explained in 
the record, for working capital. 

The result of the foregoing adjust- 
ments is to reduce the average rate 
base in Exhibit P-37A from $473,250 
to $470,760. 

The company also presented Exhibit 
P-32 entitled ‘Estimated Cost of Re- 
production New of Property in Service 
12-31-1953 at Prices Prevailing in 
1953 and Value New Less Accrued 
Depreciation to 1953,” which shows a 
depreciated value of $657,786.44. 
The company counsel stated at pages 
72 and 73 of the transcript: “We do 
not intend to seek any rate base on the 
basis of such exhibit.” The exhibit 
contains an inventory of the physical 
and other property owned by the com- 
pany and the record shows the manner 
and method used in the compilation. 

The record also contains informa- 
tion regarding the amount allocated 
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by management as the purchase price 
of the company’s property. The rec- 
ord shows that members of the Carver 
family paid $361,100 plus an addition- 
al amount for accounts receivable and 
materials and supplies on hand, to 
New Jersey Power & Light Company 
for all its gas properties (Tr. p. 156) 
and of this amount, $25,000 was allo- 
cated as the cost of the City Gas Com- 
pany of New Jersey property (Tr. pp. 
151 and 156). The record further 
shows that since the purchase of this 
property, the company has added more 
than $335,000 for plant additions and 
improvements. 

We will give predominate weight to 
a rate base calculated from the original 
cost determination with net additions 
to date. Based upon all of the forego- 
ing, the board finds for purposes of 
this proceeding, that $470,760 is a fair 
average rate base. 


Rate of Return 


[2] The company’s president testi- 
fied: “. . . the rate of return, in my 
opinion it should not be less than or it 
should be at least 6 percent . . . .” 
(Tr. p. 77.) The witness did not pre- 
sent exhibits to support this conclu- 
sion. However, based on the entire 
record and on our knowledge of the 
company’s financial position, territory 
served, and method of operation, we 
come to a similar conclusion. For the 
purpose of this proceeding, we will 
adopt 6 per cent as the fair rate of 
return on the rate base found herein. 


Operating Income under Present 
and Proposed Rates 


The company presented Exhibit P- 
37, which, among other things, indi- 
cates that the actual operating income 
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for the year ended December 31, 1953, 
amounted to $20,578. 

The company also submitted Exhib- 
it P-37B which shows that the actual 
operating income for the 12-month 
period ended March 31, 1954, amount- 
ed to $20,027. Such operating in- 
come equates to a return of 4.3 per 
cent on the rate base adopted herein 
and is less than our finding as to a fair 
rate of return. 

Exhibits P-37B and P-37C con- 
tain pro forma income statements to 
show the effect on operating income of 
the proposed rates and of various ad- 
justments. Exhibit P-37B reflects 
the company’s experience with un- 
accounted-for gas for the first quarter 
of 1954. On Exhibit P-37C, how- 
ever, in addition to the adjustment for 
unaccounted-for gas, there are also ad- 
justments to annualize a wage increase, 
to provide for the amortization of rate 
case expenses, and to reflect higher 
depreciation rates put into effect on 
April 1, 1954, and tax adjustments. 
Exhibit P-37B shows pro forma oper- 
ating income of $29,240, whereas Ex- 
hibit P-37C shows pro forma operat- 
ing income of $24,996, or 6.2 per cent 
and 5.3 per cent, respectively, when re- 
lated to the rate base adopted herein. 

Except for the item of depreciation 
expense, we are of the opinion that the 
pro forma income statement in Exhibit 
P-37C contains a reasonable estimate 
of operating revenue deductions and 
is the best evidence as to the effect that 
the increased rates will have on operat- 
ing income. 

Depreciation Expense 

The testimony indicates that the an- 
nual depreciation rates were increased 
from 1.5 per cent to 2.25 per cent on 
April 1, 1954, because it was manage- 
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ment’s opinion that the reserve for de- 
preciation proved inadequate when re- 
cent large retirements of property took 
place (Tr. pp. 82-83). There is no 
testimony to indicate that 2.25 per cent 
is an unreasonable rate. However, 
there is a question as to the amount of 
depreciation expense to be here al- 
lowed as an element of operating ex- 
pense. 

[3] Weare not now determining or 
redetermining the accounting or en- 
gineering aspects of the transaction, 
but are here making an equitable de- 
termination for the purpose of fixing 
rates. For such purpose, we consider 
it reasonable to permit the company to 
recover, through charges to deprecia- 
tion expense, the cost of its investment 
plus net additions to date. We will 
use the rate of 2.25 per cent applied to 
the corporate cost as an allowed 
amount in operating expense. The re- 
sult of this adjustment is to reduce de- 
preciation charges as a component of 
operating expenses, as reflected in Ex- 
hibit P-37C, by $3,364. 

Making the above adjustment to de- 
preciation expense on the pro forma in- 
come statement (Exh. P-37C) in- 
creases operating income to $28,370. 
Relating this operating income to our 
finding of rate base results in a rate of 
return of 6.0 per cent, which is the rate 
of return we herein find reasonable. 


Changes Required in 
Proposed Tariff 


Proposed Price Adjustment Provision 

[4] As part of its new tariff, the 
company submitted a provision for 
rate adjustment if the price of natural 
gas is increased or decreased. This 
provision would pass on to the custom- 
ers the increased purchase price of 
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natural gas (including applicable taxes 
and a 25 per cent allowance for unac- 
counted-for gas). In the event of a 
decrease in the cost of gas to the com- 
pany, the resulting saving would be 
returned to the customers only in the 
event that the company was earning 6 
per cent on a rate base calculated in 
accordance with a formula contained in 
the provision. We are of the opinion 
that a provision of this type is un- 
acceptable and we are unwilling to au- 
thorize a refund based on a future rate 
of return, the reasonableness of which 
cannot be ascertained at this time. The 
refund provision also assumes that the 
operating expenses at a future time, if 
the price of natural gas drops, would be 
acceptable for rate case purposes, an 
assumption which is impossible to 
make at the present time. We have 
indicated our position in the matter of 
price adjustment provision for gas 
companies in other proceedings, and 
we will allow this company to file a 
revised price adjustment provision for 
consideration of the board. 


Service Extensions 

The company’s president testified on 
cross-examination at page 279 et seq. 
of the transcript, that in his opinion 
there should be some further adjust- 
ment in the proposed rules for service 
extensions. For this reason we will 
not accept the proposed rules govern- 
ing the extension of service but will 
require the company to submit new 
rules which will result in a more equi- 
table application in conformity with 
the discussion in the record. 


Findings and Determinations 


On the basis of the foregoing ccn- 
sideration, the board finds and deter- 
mines that: 
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1. The existing schedules of rates 
are unjust and unreasonable in that 
they do not afford the company an op- 
portunity to earn a fair return. 

2. The schedules of rates proposed 
by the company will not produce more 
than a fair return and they are, there- 
fore, hereby accepted for filing to be- 
come effective with bills rendered in 
the ordinary course of business, cover- 
ing use of gas subsequent to August 
1, 1954. 


3. For the reasons hereinbefore set 
forth, the proposed price adjustment 
provision and the proposed rules gov- 
erning the extension of service are 
hereby disapproved. 

4. The company shall submit for 
the consideration of the board, within 
twenty days of the date of this decision, 
a revised tariff containing changes in 
accordance with paragraph 3 above 
and this decision. 





LOUISIANA PUBLIC SERVICE COMMISSION 


Shreveport Housing Corporation 
w, 
Arkansas Louisiana Gas Company 


No. 6538, Order No. 6494 
June 10, 1954 


r 


ETITION by housing corporation for order directing gas 
company to bill corporation on one meter reading or 


a composite meter reading for service to residents of housing 
project; dismissed. 


Rates, § 313 — Combined billing — Housing project. 
A gas company may properly bill individual residents of a housing develop- 
ment, notwithstanding a contention by the housing corporation that all bills 
are paid by the corporation and that rents paid by tenants include this 
utility service, since the situation of the corporation is not unique and the 
statement as to rents and payments does not alter the situation in so far as 
the metering and billing for services is concerned. 


By the Commission: In this pro- 
ceeding the complainant, Shreveport 
Housing Corporation, seeks an order 
of this commission directing the de- 
fendant, Arkansas Louisiana Gas 
Company, to bill the said complainant 
for gas used in the Wherry Housing 
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Project, Barksdale Field, Bossier Par- 
ish, Louisiana, based on one meter 
reading or a composite meter reading 
instead of 223 separate meter readings 
as presently billed. 

The complainant states that the rea- 
son for the filing of its petition is that 
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under the composite meter-reading 
method, the resulting monthly billing 
will be somewhat lower. It further 
states that all bills are paid by the 
Housing Corporation and that the rent 
paid by the tenants includes this utility 
service. 

The defendant, Arkansas Louisiana 
Gas Company, is a public utility serv- 
ing natural gas service to general con- 
sumers thereof in the state of Louisi- 
ana and as such is subject to the juris- 
diction of this commission. 

The matter was heard at a regular 
session of the commission held at 
Baton Rouge, on April 19, 1954, at 
which time, after hearing all testimony, 
both parties were given fifteen days in 
which to file briefs. The briefs have 


now been filed and the matter was con- 
sidered for final disposition at a regu- 
lar business and executive session of 
the commission on June 1, 1954. 
Testimony adduced at the hearing 


indicated that the housing project in 
question is located on Barksdale Field 
and is in the nature of 223 separate 
apartment buildings. The defendant 
installed the pipeline extension and 
distribution system and installed one 
meter for each of the said buildings. 
It also reads the meters and issues the 
separate bills. Ownership of the pipe 
and meters to serve the buildings is 
vested in the defendant who is respon- 
sible for the maintenance and opera- 
tion thereof. 

A witness for the complainant testi- 
fied that all the bills are added together 
and that one check is issued by Shreve- 
port Housing Corporation for the en- 
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tire amount thereof. For that reason 
the corporation is of the opinion that 
it is the only customer in the said 
housing development and that it should 
be billed as such on the basis of one 
meter reading. 

It is the opinion of the commission 
that the housing development under 
consideration is not unique and the 
mere fact that the housing corporation 
pays the utility bill and takes that fact 
into consideration in fixing the month- 
ly rental for the apartments does not 
alter the situation in so far as the 
metering and billing for natural gas 
service is concerned. Further, the de- 
fendant has a considerable amount of 
investment in pipeline, distribution 
system, regulators and meters at this 
project and is entitled to a reasonable 
and fair return on that investment. 
The commission is of the further opin- 
ion that if it granted the petition of the 
complainant in this proceeding it would 
be necessary to grant the same privi- 
lege to literally hundreds of other 
housing projects within the state and 
which are similarly served with electric 
and gas utilities. 

After having considered the facts, 
the testimony adduced, the applicable 
laws and the public interest involved, 
the commission concludes that an order 
should issue rejecting the complaint in 
this proceeding. 

It is accordingly ordered that the 
complaint against Arkansas Louisiana 
Gas Company by Shreveport Housing 
Corporation be rejected and that the 
proceeding herein be and it hereby is 
dismissed. 
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NEBRASKA STATE RAILWAY COMMISSION 


Re Northwestern Bell Telephone Company 


Application No. 19599 
June 10, 1954 


PPLICATION by telephone company for authority to adjust 
A intrastate rates; approved in part. 


Valuation, § 223 — Rate base — Projected figures. 
1. Projected figures offered by a telephone company to estimate book cost 
of plant and equipment and materials and supplies and working capital to 
the end of the current calendar year in which a large construction program 
was contemplated were not included in the company’s rate base, since to do 
so would require the ratepayers to pay a return on property in which no 
investment had been made, p. 28. 


Return, § 41 — Parent company’s earnings. 
2. A state commission has no jurisdiction over the rates, service, or earn- 
ings of a nation-wide telephone system and may consider testimony and 
exhibits pertaining to that company only to the extent that they bear on the 
earnings of its local affiliate, p. 30. 

Return, § 27 — Debt charge and dividend payments. 
3. A fair and reasonable return for a telephone company was described as 
earnings sufficient to pay debt charges, a reasonable dividend on stock, and 
provide a reasonable amount for surplus so as to attract capital required 
for plant additions and improvements, p. 30. 


Return, § 111 — Telephones. 
4. Returns ranging from 4.44 to 6.27 per cent on various rate bases sub- 
mitted in a telephone rate proceeding were considered reasonable, p. 30. 


* 


APPEARANCES: Edward Sklenicka 
and Walter D. James, Jr., Attorneys, 
Omaha, for the applicant; Mr. War- 
ren K. Dalton, Attorney, Lincoln, for 
the protestant Nebraska Farm Bureau 
Federation; Philip R. Kneifl, Attor- 
ney, Omaha, for the protestants Ray- 
mond Morris, Allen Hazard, and 
Nebraska Farmers Union; Raymond 
P. Medlin, Attorney, Albion, for the 
protestants city of Fullerton, Fullerton 
Commercial Club, city of Cedar Rap- 
ids, Cedar Rapids Community Club, 
and village of Primrose; Hugh W. 
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Cargo, Chief Engineer, Leroy Sieck- 
meyer, Accountant, J. A. Bonebright, 
Assistant Accountant, and L. L. Hall- 
stead, Assistant Accountant, Lincoln, 
for the commission. 


By the Commission: This matter 
came before the commission on an ap- 
plication filed on January 19, 1954, 
signed by the attorneys of the North- 
western Bell Telephone Company. 
Applicant seeks authority to place in 
effect the proposed rates and charges 
as set forth in a schedule attached to 
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the application including the reclassi- 
fication of twenty-one exchanges due 
to station growth, the expansion of the 
local service area of the Cairo exchange 
to include Grand Island and Wood 
River, at the group F (Grand Island) 
rates, an increase of the local message 
rate from all public and semipublic 
telephones to 10 cents at all exchanges 
where a 5-cent rate is now in effect. 
Applicant is a corporation existing 
under the laws of the state of Iowa 
with its general operating headquarters 
at Omaha, Nebraska. Applicant is a 
common carrier public utility furnish- 
ing general telephone service including 
local exchange and long-distance tele- 
phone service in the states of South 
Dakota, North Dakota, Minnesota, 
Iowa, and Nebraska. It operated 99 
telephone exchanges in Nebraska serv- 
ing 219,444 company-owned | tele- 
phones and 12,254 telephones on non- 
company-owned lines as of the end of 


the year 1953. 

All of applicant’s capital stock, con- 
sisting entirely of common stock, is 
owned by the American Telephone and 


Telegraph Company. The capital 
structure of the Northwestern Bell 
Telephone Company as a whole as of 
December 31, 1953, is shown on com- 
mission Exhibit 4. This exhibit also 
shows the apportionment of the capi- 
tal obligations of the company to Ne- 
braska and Nebraska intrastate opera- 
tions. 

Under date of January 30, 1954, the 
commission issued a notice of public 
hearing which scheduled a hearing on 
this application at 9:30 a.M., March 
15, 1954, in the Commission Hearing 
Room, Capitol building, Lincoln, 
Nebraska. This notice was sent to 
company Officials, public officials, and 


newspapers as well as all public service 
organizations in the cities and towns 
served by applicant in Nebraska and 
to individuals who had expressed an 
interest in the matter. The application 
came on for hearing as scheduled and 
was concluded on March 20, 1954. 
The record in the instant proceeding 
consists of 848 pages of testimony and 
51 exhibits which were received in 
evidence and in addition it was stipu- 
lated that all the evidence and commis- 
sion orders in Application No. 19245 
and Application No. 18757 ([1952] 
97 PUR NS 394) be made a part of 
the record and evidence in this matter. 


Intrastate telephone service fur- 
nished by applicant in Nebraska is pro- 
vided in accordance with the rates, 
rules, and regulations prescribed by 
this commission. The books and rec- 
ords are kept in accordance with the 
Uniform System of Accounts pre- 
scribed by the Interstate Commerce 
Commission effective January 1, 1913, 
revised by said commission effective 
January 1, 1933, and further revised 
by the Federal Communications Com- 
mission effective January 1, 1937. 
Amendments thereto have since been 
issued by the Federal Communications 
Commission. These accounting rules 
and regulations have heretofore been 
approved and adopted by this commis- 
sion for all Class A telephone com- 
panies operating in Nebraska which 
includes applicant. 

Applicant alleges that wage and oth- 
er costs of furnishing telephone serv- 
ice have increased substantially since 
its last general rate increase which 
together with an increase in the com- 
pany’s investment have resulted in a 
decline in the company’s rate of earn- 
ings in Nebraska. Applicant further 
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alleges that the method of division of 
toll revenues between applicant and 
its connecting companies has been re- 
vised and results in reduced revenue 
to the applicant. 

The rates and charges proposed in 
this application, upon the basis of the 
estimated business development at the 
end of 1954, according to the com- 
pany’s Exhibit 9, page 11, would re- 
sult in additional annual gross revenue 
of $1,019,775 and additional annual 
net earnings of $472,526. Both the 
gross revenue and net earnings figures 
mentioned give effect to a proposed 
increase in rates and charges for mobile 
telephone service which was applied 
for in a previous application. 

In the instant proceeding applicant 
has separated its intrastate property, 
revenues, and expenses from its total 
Nebraska property, revenues, and ex- 
penses through the use of and in ac- 
cordance with the principals contained 
in the October, 1947, Separations Man- 
ual and 1952 addendum (“Charles- 
ton Plan’). The Separations Man- 
ual was developed by representatives 
of the National Association of Rail- 
road and Utilities Commissioners and 
the Federal Communications Commis- 
sion. 


Earnings 


The applicant introduced exhibits 
showing the actual operating results 
for the year 1953 for both Nebraska 
and Nebraska intrastate and the ad- 
justed intrastate operating results for 
the year 1953. The adjustments ac- 
cording to applicant’s witness Jensen 
were made to reflect the intrastate 
operating results after taking into ac- 
count the adjustments necessary to 
recognize the full effect of changes in 


5 PUR 3d 


telephone rates, wages, and so forth 
made during the year 1953, and other 
adjustments to reflect the current level 
of applicant’s revenues and expenses. 
Applicant’s Exhibit 9, page 4, shows 
the actual intrastate operating results 
for the year 1953 as $2,023,869 and 
the adjusted intrastate operating re- 
sults as $2,067,418. 

Applicant’s Exhibit 9, page 10, is 
an estimated operating income state- 
ment for the year 1954 and net intra- 
state telephone earnings based on 
present rates in the amount of $1,963,- 
699. 

Applicant’s Exhibit 9, page 11, is 
an estimated intrastate operating in- 
come statement for the year 1954 and 
includes the effect of the proposed 
rates which result in estimated net 
telephone earnings in the amount of 
$2,436,225. This income statement 
includes $5,411 in local service reve- 
nues and $2,449 in net telephone earn- 
ings which would result from the pro- 
posed increase in mobile telephone 
service rates applied for in Applica- 
tion No. 19543 which was filed pre- 
vious to the instant application. Appli- 
cation No. 19543 has been dismissed 
without prejudice and the increase in 
mobile telephone service rates request- 
ed therein will be considered in this 
application. 

Commission Exhibit 1 introduced 
in evidence by the commission’s staff 
shows estimated intrastate net tele- 
phone earnings, for a period of twelve 
months, in the amount of $2,127,022. 
This estimate of net earnings includes 
the adjustments set forth in applicant’s 
Exhibit 9, page 8, and further takes 
into account the proposed reclassifica- 
tion of exchanges under present rates, 
the proposed increase in the public and 
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semipublic pay station local rate, and 
the increase in mobile telephone serv- 
ice rates proposed in Application No. 
19543. It is to be noted that the ad- 
justments made on page 8 of appli- 
cant’s Exhibit 9 reflect current levels of 
revenues and expenses. The local serv- 
ice revenue adjusted in accordance 
with the foregoing and shown in com- 
mission Exhibit 1, in the amount of 
$13,200,481 was arrived at as follows: 


Local Service Revenue 
Additional Gross Revenue 
(a) Reclassification of 
22 exchanges ... $103,671 
(b) Increase in pay 
station local rate 16,622 
(c) Increase in mobile 
telephone service 


$13,074,777 


5,411 


125,704 
$13,200,481 


(a) Commission Exhibit 10 shows 
the number of main stations for the ex- 
changes proposed to be reclassified and 
the continuous number of months each 
exchange has exceeded its present 
group upper limit in number of sta- 
tions. It is to be noted that the Cairo 
exchange is not included with the ex- 
changes shown on commission Ex- 
hibit 10, but applicant proposes to re- 
classify the Cairo exchange into Group 
F because of the expansion of its local 
service area to include Grand Island 
and Wood River. 

(by At the present time there are 
nine of applicant’s larger exchanges 
which have a 10-cent rate. Applicant 
proposes to increase the local message 
pay station rate from 5 cents to 10 
cents at all other of its exchanges so as 
to have a uniform rate throughout its 
entire system. 

(c) The proposed mobile telephone 


service rates are set out in Application 
No. 19543. The present rates for 
this service have been in effect since ap- 
plicant first offered the service in July, 
1947. 


Rate Bases 


The applicant introduced in evidence 
Exhibits 7 and 9 which contain figures 
relating to the investment in plant and 
equipment, replacement cost of prop- 
erty, depreciation, materials and sup- 
plies, and cash working capital, all of 
which were submitted for the commis- 
sion’s consideration in arriving at a 
proper base upon which to calculate the 
rate of return of the company’s earn- 
ings. 

Applicant’s Exhibit 9, page 1, shows 
the intrastate book cost of plant and 
equipment plus material and supplies 
and working capital less depreciation 
reserve, as of December 31, 1953, to 
be $35,635,849. 

Applicant by Exhibit 9, page 9, esti- 
mates the intrastate book cost of plant 
and equipment plus material and sup- 
plies and working capital less deprecia- 
tion reserve, as of December 31, 1954, 
will be $38,499,037. 

Applicant by Exhibit 7, page 2, 
claims the replacement cost of its in- 
trastate property less the applicable 
depreciation reserve and plus materials 
and supplies and working capital as of 
December 31, 1953, is $47,868,640. 

Applicant by Exhibit 7, page 3, 
claims the replacement cost of its in- 
trastate property less the applicable de- 
preciation reserve and plus material 
and supplies and working capital as of 
December 31, 1954, will be $50,551,- 
396. 

Commission Exhibit No. 2 which 
was introduced in evidence by the 
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commission’s staff presents two rate 
bases: Rate Base No. 1 includes in- 
trastate book cost of plant and equip- 
ment less the applicable depreciation 
reserve plus material and supplies, as 
of December 31, 1953, and plus an 
allowance for cash working capital 
and totals $35,157,936. Rate Base 
No. 2 is identical with Rate Base No. 
1 except that it does not include any 
allowance for cash working capital and 
totals $33,916,742. The amounts in- 
cluded in these rate bases for plant and 
equipment, depreciation reserve, and 
material and supplies are the same as 
appear on page 1 of applicant’s Exhibit 
9 and include telephone plant under 
construction and property held for fu- 
ture use as of December 31, 1953. The 
amount of working capital appearing 
in applicant’s Exhibit 9, page 1, and 
the cash working capital allowance in 
commission Exhibit No. 2 are not the 
same for the reason that different 
methods were followed in their com- 
putation. The applicant claimed work- 
ing capital in the amount of $1,719,107 
whereas commission Exhibit 2 in- 
cludes an allowance of $1,241,194 for 
cash working capital. 

[1] Witnesses for the applicant 
testified at length, both on direct and 
cross-examination, in regard to the 
company’s proposed construction pro- 
gram for 1954. It was stated that the 
1954 construction program of the 
company involves an_ expenditure 
of $7,300,000. The program con- 
templates expansion and improvement 
of the company’s facilities. Witness 
Arstad testified that the effect of the 
1954 construction program would be 
to increase the investment in telephone 
plant in Nebraska by $5,109,000 and 
that the net investment would be $3,- 
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557,000 higher and that the net re- 
placement cost would be greater by 
$3,317,000. 

Page 9 of applicant’s Exhibit 9 is 
a projection which is an estimated 
book cost of plant and equipment, and 
estimated materials and supplies, work- 
ing capital, and depreciation reserve to 
the end of the calendar year 1954. 
Likewise, page 3 of applicant’s Exhibit 
7 is a projection which is an esti- 
mated replacement cost of the com- 
pany’s intrastate property, materials 
and supplies, and working capital, less 
the estimated applicable depreciation 
reserve, to the end of the calendar year 
1954, 

If the projected figures were in- 
cluded in a rate base used as a basis 
for the computation of a fair return 
to applicant, it would in effect be re- 
quiring the ratepayers to pay through 
telephone rates a return to the company 
upon some property in which no in- 
vestment has been made by the com- 


pany. 
Rate of Return 


Annual net telephone earnings of 
$2,127,022 is equivalent to: (1) a 
rate of return of 5.97 per cent on the 
rate base of $35,635,849 as of Decem- 
ber 31, 1953, shown on page 1 of ap- 
plicant’s Exhibit 9 which includes the 
intrastate book cost of plant and 
equipment (including telephone plant 
under construction and property held 
for future use) in the amount of $48,- 
920,268, plus $547,418 for materials 
and supplies, plus $1,719,107 claimed 
as working capital, and less $15,550,- 
944 representing the depreciation re- 
serve applicable to intrastate opera- 
tions; (2) a rate of return of 4.44 per 
cent on the replacement cost rate base 





















of $47,868,640 as of December 31, 
1953, shown on page 2 of applicant’s 
Exhibit 7 which includes the estimated 
replacement cost of intrastate plant and 
equipment (including telephone plant 
under construction and property held 
for future use) in the amount of $66,- 
853,802, plus $547,418 for materials 
and supplies, plus $1,179,107 claimed 
as working capital, and less $21,251,- 
687 representing the depreciation re- 
serve applicable to intrastate plant and 
equipment ; (3) a rate of return of 6.05 
per cent on the rate base of $35,157,- 
936 as of December 31, 1953, shown 
on commission Exhibit 2 which in- 
cludes the intrastate book cost of plant 
and equipment (including telephone 
plant under construction and property 
held for future use) in the amount of 
$48,920,268 plus $547,418 for ma- 
terials and supplies, plus an allowance 
of $1,241,194 for cash working capital, 
and less $15,550,944 representing the 
depreciation reserve applicable to in- 
trastate operations; (4) a rate of re- 
turn of 6.27 per cent on the rate base 
of $33,916,742 as of December 31, 
1953, shown on commission Exhibit 2 
which is identical with the rate base 
in (3) preceding, except that it does 
not include any allowance for cash 
working capital. It is not assumed or 
contended that a business the size of 
applicant’s can operate without work- 
ing capital. It must be recognized, 
however, that applicant has certain 
funds available for its use in meeting 
day-to-day operating expenses. These 
funds are derived from advance pay- 
ments made by users of applicant’s 
services and include advance payments 
received for local exchange service, 
billed monthly in advance, and switch- 
ing service, billed annually in advance. 
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In addition the company accrues funds 
for the payment of its federal income 
tax and collects the federal excise tax 
on charges for both local exchange 
service and long distance calls and has 
the use of these funds until remitted to 
the federal government. 


License Agreement, Pension Plan, 
and Supply Contract 


The applicant introduced testimony 
and exhibits relative to its license 
agreement with the American Tele- 
phone and Telegraph Company, its 
employees’ pension plan, and its sup- 
ply contract with the Western Electric 
Company, Inc. 

A copy of the agreement with the 
American Telephone and Telegraph 
Company covering services, licenses, 
and privileges was received in evi- 
dence as applicant’s Exhibit 3. A 
pamphlet describing the company’s 
plan for employees’ pensions, disability 
benefits, and death benefits was re- 
ceived in evidence as applicant’s Ex- 
hibit 4. Copies of the pension fund 
trust agreement with the Bankers 
Trust Company (trustee) and amend- 
ments thereto were received in evi- 
dence as applicant’s Exhibit 5. Copies 
of the standard supply contract with 
Western Electric Company, Inc., and 
letters covering revisions and modifica- 
tions of the contract were received in 
evidence as applicant’s Exhibit 6. 

All of these matters have been before 
the commission in previous cases con- 
cerning the applicant herein and were 
then reviewed, considered, and passed 
upon by the commission. The wit- 
nesses who testified concerning these 
matters were questioned at length by 
counsel for the protestants and by the 
commission’s staff. The evidence in 
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the instant proceeding with reference 
to these matters is not such as to war- 
rant any change from the findings of 
the commission in the prior cases. 


Protests and Objections 


[2] Counsel for the protestants 
inquired about the net earnings of 
applicant’s parent company, the Ameri- 
can Telephone and Telegraph Com- 
pany, and the dividends paid on Ameri- 
can Telephone and Telegraph Com- 
pany stock. This commission does not 
have jurisdiction over the rates, serv- 
ice, or earnings of the American Tele- 
phone and Telegraph Company and 
testimony and exhibits pertaining to 
that company will be considered by the 
commission only with respect to their 
bearing upon operating results of the 
Northwestern Bell Telephone Com- 
pany’s Nebraska intrastate business. 

A number of witnesses were called 
by counsel for the protestants and gen- 
erally testified that in their opinion an 
increase in telephone rates is not jus- 
tified at this time when prices of farm 
commodities are declining or leveling 
off. 

Mr. Carl A. Rasmussen, owner and 
operator of the Koehler Hotel in Grand 
Island, Nebraska, appeared at the hear- 
ing in objection to the application and 
testified on his own behalf in regard to 
rates charged by the applicant. His 
testimony was supported by testimony 
of his son Harold B. Rasmussen who is 
the manager of the Koehler Hotel. 
There is no proposal in the rate sched- 
ules herein under consideration to in- 
crease rates to the hotel. 


Opinion and Findings 


[3,4] The commission, having giv- 
en due weight to all the facts in this 
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matter and in consideration of the evi- 
dence as a whole, finds and is of the 
opinion that: 

1. Annual net telephone earnings in 
the amount of $2,127,022 is a fair and 
reasonable return to the applicant and 
would enable the company to pay its 
debt charges and a reasonable dividend 
on its stock and provide a reasonable 
amount for surplus and that such a re- 
turn upon investment would attract the 
capital required for plant additions and 
improvements. 

2. An annual return of $2,127,022 
is equivalent to a rate of return of 5.97 
per cent on a rate base of $35,635,849, 
or 4.44 per cent on a rate base of $47,- 
868,640, or 6.05 per cent on a rate 
base of $35,157,936, or 6.27 per cent 
on a rate base of $33,916,742, and that 
the respective rate of return on any of 
these bases is fair and reasonable. 

3. The proposed reclassification of 
exchanges into higher rate groups as 
set out in the attached Schedule A 
should be granted. 

4. The proposed 10-cent charge for 
a local call from any public or semi- 
public (pay station) telephone should 
be granted, to become effective as soon 
as station equipment can be adapted for 
the handling of such charges. 

5. The revenue and expense exhibits 
introduced in evidence in this matter 
include and incorporate revenues and 
expenses evolving from the rates pro- 
posed for mobile telephone service in 
Application No. 19543 and from the 
cost in connection with the rendering 
of such service, and that the increase 
in mobile telephone service rates ap- 
plied for in Application No. 19543 
should be allowed and granted under 
the instant application. 

6. The proposed increases in rates 
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and charges which the commission has 
not herein specifically found should be 
allowed, should be disallowed and de- 
nied. 

7. All present rates and charges of 
the applicant not herein changed 
should remain in force and effect. 

8. The protests and objections to 
the granting of this application should 
be overruled in so much as they per- 


tain to applicant’s proposed rates and 
charges which the commission finds 
and is of the opinion should be allowed 
and granted, and the protests and ob- 
jections should be sustained in so much 
as they pertain to the proposed in- 
creases in rates and charges which the 
commission finds and is of the opinion 
should be disallowed and denied. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


George McGarragh 


Pacific Telephone & Telegraph Company 


Decision No. 50436, Case No. 5549 
August 17, 1954 


PPLICATION for restoration of telephone service which had 
J \ been discontinued because of unlawful use of facilities; 
restoration ordered. 


Service, § 134 — Denial of telephone service — Illegal use of facilities. 
1. Discontinuance of telephone service, at the request of a law enforcement 
officer, to a person using the facilities for illegal activities is reasonable, p. 
2 


Service, § 134 — Restoration of telephone service — Prior illegal use. 
2. A telephone subscriber whose service had been discontinued because of 
his wife’s use of the telephone facilities for bookmaking activities is entitled 
to have such service restored where his wife has paid the legal penalty 
for such illegal activities and is no longer conducting such activities, and 
where the subscriber needs the service in the conduct of his legal business, 


p. 32. 


APPEARANCES: George T. McGar- 
ragh, in propria persona; Pillsbury, 
Madison & Sutro, by John A. Sutro, 
and Lawler, Felix & Hall, by L. B. 
Conant, for defendant. 


By the Commission: The com- 


plaint alleges that George McGarragh, 
who resides at 3639 Montrose Avenue, 
La Crescenta, California, prior to 
October 18, 1951, was a subscriber 
and user of telephone service furnished 
by defendant telephone company un- 

5 PUR 3d 








der number CHurchill 9-4900. On 
or about October 18, 1951, the tele- 
phone facilities of complainant were 
disconnected by deputies of the Los 
Angeles County Sheriff’s Department 
when they discovered Margaret Mc- 
Garragh was taking bets on horse 
races over the telephone. Subsequent- 
ly Margaret McGarragh was found 
guilty and placed on probation for two 
years, which period now has been com- 
pleted. It is further alleged that the 
complainant has made demand upon 
the defendant telephone company for 
restoration of the said telephone facili- 
ties, but that defendant has refused to 
comply with such demand. Because 
of these facts the complainant has 
suffered and will suffer irreparable 
injury and great hardship. 

Under date of June 7, 1954, the 
telephone company filed an answer, 
the principal allegation of which was 
that pursuant to the order of this 
commission contained in Decision No. 
41415, Case No. 4930, dated April 6, 
1948 (47 Cal PUC 853), the defend- 
ant had reasonable cause to believe 
that the telephone service furnished 
to complainant under number CHurch- 
ill 9-4900 at 3639 Montrose Avenue, 
La Crescenta, California, was being 
or was to be used as an instrumentality 
directly or indirectly to violate or to 
aid and abet the violation of the law. 

A public hearing was held before 
Examiner Grant E. Syphers in Los 
Angeles on August 2, 1954, at which 
time evidence was adduced and the 
matter submitted. At the hearing the 
complainant confirmed the allegations 
set out in the complaint and further 
testified that he had no knowledge of, 
and took no part in, the bookmaking 
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activities which had been conducted by 
his wife. He further testified that he 
now needs a telephone for personal 
use and that he receives calls in con- 
nection with his work of laying lino- 
leum. He stated that his wife is not 
now bookmaking and has not conduct- 
ed any bookmaking activities since 
the incident described in the complaint. 

Exhibit No. 1 is a letter from the 
sheriff of Los Angeles county to The 
Pacific Telephone and Telegraph Com- 
pany dated October 18, 1951, re- 
questing that telephone service under 
number CHurchill 9-4900 at 3639 
Montrose Avenue, La Crescenta, be 
disconnected. Subsequently the tele- 
phone company did effect a central 
office disconnection. The position of 
the telephone company was that it 
had acted with reasonable cause in 
disconnecting the telephone service in- 
asmuch as it had received the letter 
designated as Exhibit No. 1. 

[1] After a consideration of this 
record we now find that the telephone 
company’s action was based upon rea- 
sonable cause, as such term is used 
in Decision No. 41415, supra. We 
further find that the telephone facili- 
ties here in question were used as an 
instrumentality to aid and abet the 
violation of the law. 

[2] In the light of this record and 
in view of the fact that the complain- 
ant’s wife has paid the legal penalty 
for any bookmaking activity she may 
have conducted, and the further fact 
that complainant has been deprived of 
a telephone for almost three years and 
now is in need of telephone service, 
we find that complainant is entitled 
to telephone service. 








5 PUR 3d 











































DELTA- 





yk f bi pacly 


G MK-40 SWITCHES 


have straight line current path 


Arrangement of silver-to-copper contacts at both ends of 
biade give a straight line current path from terminal to 





tcrminal. Identical contacts eliminate the need for 
cumbersome flexible shunts. 





no cast current 
carrying members 


All current carrying parts are hard drawn copper. Their 
large cross section and minimum number of current 
interchange surfaces provide a low resistance current 
path with ample material for heat dissipation. 


Throughout the entire line from 7.5 KV to 69 KV 
and from 2000 amp. to 5000 amp. the same 
principal of blade mechanism is used. The fully 
controlled and counterbalanced blade is 
actuated by an enclosed ball bearing mechanism 
which rotates the blade about its axis and 
releases the high contact pressure before 
opening. Square tube blade automatically locks 
in both open and closed positions. The 

complete operation of opening or closing is 

under positive control during the complete 

cycle and is remarkably smooth and 

easy for switches of this size. 


D-!ta-Star “MK-40" High Capacity group oper- 
ated switches are available in ratings from 2000 
tc 5000 amperes; 7.5 to 69 KV inclusive for 
heizontal upright, underhung or vertical mounting. 


Ask for Publication 4904 . : -~ 





‘EN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 
23 KV 4000 amp 


LBLTA-STAR ELECTRIC DIVISIY x o> 


H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 
2437 Fulton Street * Chicago 12, Illinois 


District Offices in Principal Cities OF oregyaut™ 


















brings problems in 
Engineering, Financing, 
Rates, Insurance, 
Storage, Distribution 


Commonwealth's skilled and 
experienced staff is available on call 
to assist you in these 

and other phases 

of your gas operations. 
Over a period of many years 
we have supplied successful 
and satisfactory services 

to manufactured, L-P 

and natural gas companies 
ranging in size from 

only a few meters 

to hundreds of thousands. 
Services covering 

such problems as: 


Design of facilities 

Property acquisition reports 

Engineering reports on new projects 

Gas manufacturing consultation 

Cost of service and rate studies 

Studies of technical, rate and other problems 
related to mixed gas supply 

Preparation of testimony and representation 
before local and federal regulatory agencies 

Underground storage field studies 

Emergency, standby and peak-shaving supply studies 

Distribution layout or revamping to meet growing loads 

Space heating saturation problems 

Market surveys 

Insurance requirements 

Depreciation studies 

Assistance with financings 

Metering problems 


General contracting 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E 
20 Pine Street, New York 5, N. ¥. 


Commmuwellh Sew Jue. 


COMMONWEALTH ASSOCIATES INC. 


20 Pine Sheed, New Yok 5 MY. 


fuckin, Michigan 


Washingln. DC 








































as Sales to Be One-Third 
Higher in 1957 


ES of gas by utilities and pipe- 
sin 1957 will aggregate 74.3 bil- 
therms, an increase of 31.5 per 
over actual sales of 56.5 billion 
ms in 1953, according to a report 
as requirements and supplies just 
ished by the American Gas As- 
ation. Supplies of gas from exist- 
hnd planned facilities to meet these 
eased requirements will total 81.6 
m therms, an advance of 20.7 per 
over total supply of 67.6 billion 
ms available last year. 

0 meet increased demands for 
ice, the gas industry will require 
million tons of steel pipe during 
1954-1957 period inclusive. Of 
amount 2.9 million tons will be 
he form of 16 inch diameter and 
t, primarily used for gas transmis- 
lines. An additional 134,000 tons 
teel in other forms and 446,000 
of cast iron will be required by 
industry in the 1954-1957 period. 
nticipated residential space heat- 
requirements in 1957 will exceed 
e experienced in 1953 by 53 per 
and will represent nearly one- 
1 of total annual demand of all 
mirs of the industry in 1957. 
dential space heating customers 
ag regate 16.9 million in 1957, 
nt toa gain of 32 per cent over 
ots of households heated with gas 
he «id of 1953. Peak day require- 
ts } r residential space heating are 
cl. to increase 44 per cent during 
fou; years under review, to total 
> t!an 214 million therms during 
-1958 heating season. 
sicential base load consumption 
n nual basis is expected to in- 
‘e -U per cent between 1953 and 
- wile commercial and firm in- 
al consumption will advance 29 
t and 27 per cent respectively. 
nth of the latter two categories 
e influenced to some extent by 
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Industrial Progress 


a more substantial growth in heating 
requirements. 

On an annual basis firm industrial 
sales will account for 45 per cent of 
total industry sales in 1957 but will 
contribute only 24 per cent of the peak 
day requirements during the 1957-58 
heating season. Residential heating re- 
quirements will account for only 29 
per cent of total annual requirements 
during the last year of the forecast, 
but will represent 55 per cent of the 
peak day needs. 

Sales of gas to interruptible cus- 
tomers are expected to increase slight- 
ly during 1955 and then level off be- 
tween 16 and 161 billion therms an- 
nually, 

The absence of growth in inter- 
ruptibie sales is explained by the 
ever-increasing utilization of under- 
ground storage facilities for meeting 
peak day demands imposed by house- 
heating requirements. Increasing 
quantities of surplus summer gas will 
be injected into underground storage 
for subsequent withdrawal, instead of 
heing sold to interruptible users. 

It is estimated that $114 million will 
he expended during the next four years 
on underground storage projects. An- 
ticipated withdrawals during 1957 will 
aggregate 4.9 billion therms while on 
the 1957-58 peak day the expected 
underground storage withdrawals of 
102 million therms will represent one- 
fourth of the total available supply of 
gas from all sources for the entire in- 
dustry. 

The greatest relative post-war in- 
creases in demand and in customer ac- 
ceptance of gas for gas househeating 
have occurred in northern areas. This 
reflects the tremendous pipeline ex- 
pansion program making more gas 
available to the metropolitan centers 
of the north. Also reflected are the 
high heating saturation which has his- 
torically existed in the southern part 
of the country, and greater consump- 











tion requirements per customer in 
northern localities. 

Data shown in the A.G.A. report 
provides comprehensive forecasts of 
national and regional statistics on an 
annual basis through 1957 and on the 
peak day through the 1957-58 heating 
season. Data shown relate to the en- 
tire industry and are based on replies 
to questionnaires from 159 gas com- 
panies, representing 87 per cent of in- 
dustry sales. The report is a continua- 
tion of the survey originally under- 
taken by the Gas Planning Division of 
the Petroleum Administration for De- 
fense, and was sponsored by the 
A.G.A. Committee on Economics. 

Additional details, including region- 
al statistics, are available in the com- 
plete report which may be obtained 
from the A.G.A. Bureau of Statistics 
at a cost of $2.00 each. 


Gas Industry PAR Plan Completes 
Ninth Successful Year 


NINE years’ successful operation of 
the gas industry’s PAR Plan were 
marked by the release recently of the 
Plan’s 1953 Annual Report. Spon- 
sored by the American Gas Associa- 
tion, the Plan conducted many phases 
of gas utility promotion, national ad- 
vertising and research during 1953, ac- 
cording to James F. Oates, Jr., PAR 
chairman. Mr, Oates is also chairman 
of The Peoples Gas Light and Coke 
Company of Chicago. 

Innovations in 1953 were the crea- 
tion of a four-man staff of PAR field 
representatives and the early publica- 
tion of the 1954 PAR Sales Promotion 
Plan Book. The field staff facilitated 
better coordination of local utility cam- 
paigns with national PAR promotions 
and advertising schedules, and the 
Plan Book provided these schedules in 
ample time for codrdination of local 
campaigns, the report stated. 

New also in 1953 was the PAR 


(Continued on page 36) 
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Setting 


NEW 


HELPING PUBLIC 
UTILITIES to set new records 
—through the financing of 
expansion and modernization 
—is an important function of 
Guaranty Trust Company. 


OUR OFFICERS have a 
thorough knowledge of the 
financial requirements of the 
public utilities industry. 
Their past experience and 
understanding of present 
trends and future needs are 
readily available to you. 


Guaranty Trust Company 
of New Yor k Capital Funds $395,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 40 Rockefeller Plaza 
New York 36 New York 21 New York 20 
LONDON PARIS BRUSSELS 


32 Lombard St., E. C. 3 4 Place de la Concorde 27 Avenue des Arts 


Bush House, Aldwych, W. C. 2 
Member Federal Deposit Insurance Corporation 


| commercial and industrial fields. 


| in the residential, architect-bi ilder 
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| (Continued) 


| Educational Service Bureau, y 


prepares and makes available ga 


| dustry material for local school 
| The report noted also that work 
| been completed on a comprehe 


blueprint which outlines method 


| which local companies can actj 


dealer-sales programs, 

Mr. Oates pointed out that ¢ 
coordination between PAL. prq 
tion and advertising sched ules 


| achieved in 1953 than ever be 
| This led to an increased imi act 
| the consumer and prospective gz 


pliance purchaser in the om 
tional advertising campaigns werd 


industrial-commercial maga ines 
did much to advance PAR’s effor 
pre-sell the mass consumer m 
and the principal industrial and q 
mercial trade groups. Tle re 





| pointed out also that the 1953 nati 
| advertising campaign hid | 


strengthened by the American 
Association’s space-sharing prog 
under which gas appliance man 
turers were encouraged to itivest 
251,700 in this type of adverti 


| AGA’s proportionate cost for the 


gram in 1953 was $552,890. 

A diversified utility research 
gram was maintained during | 
Mr. Oates said. It consisted 0 
projects which accounted for 
penditures totaling $629,585. Oj 


| amount $395,661 went to gas prof 

| tion research and $233,924 was 

| voted to gas utilization research. 

| additional $55,000 was allocated 

| American Standards Association ( 
Research. 


Notable progress was _ achit 


| during the year in natural gas pro 
| tion, transmission and undergr 
| storage research, the report stated 


Including subscriptions from { 


| adian utilities and a special m 


facturer contribution for researcl 


| total of $1,909,282 was underwri 


for PAR utility activities in 195 


| gas companies serving 66% of all 
| customers. This sum was avginel 
| by $245,827 from the sale of I’ARj 


motion and advertising material, 
by pipeline company subscript 


| totaling $152,893. Total ex endi 


for the year was reported a‘ $2, 


_ 580. 


Texas Eastern Transmiss:on 


Build 58 Miles of Pipuline 


| TEXAS Eastern Transmiss’on § 


poration plans to construct and 


| erate 58 miles of 20 and 16-ixch} 


(Continued on page 33) 
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\ ij Everything grows 
in Brooklyn 


+ ? % 4 


Homes—b Ses tries—they’re all grow- 








ing bigger and better every year in Brooklyn and 
Queens! 









And that growth is reflected in the growth of the 
Brooklyn Union Gas Company—a company that’s 
proud to be part of such a thriving community. 













A thriving community in which more and more 





people are switching to gas heat ... where more 






and more gas is being used yearly for heating, cook- 





ing, cooling, water heating and clothes drying in 






homes and industry. 











A thriving community in which more people shared 
in more earnings! The annual rate for common 
stock dividends has been increased for more than 
7500 stockholders—75% of whom are in the New 
York Metropolitan area. 













That’s why Brooklyn Union looks to the future 






with ever increasing confidence in the further prog- 






ress and prosperity of our community and our com- 
pany. Our “family” of about 3600 men and women 
will continue their efforts—through reliable and 
efficient service—to continue bringing better living 
to millions of people in Brooklyn and Queens. 







Ti 


















The Brooklyn Union 
GAS Company 
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backfill problem 





How Else Could You Do It? 


IN JEFFERSONVILLE, INDIANA 
the E. H. Hughes Construction 
Co. had dug a 3’ wide trench for 
a lateral sewerline to a depth of 
12’—in some places 15’—to tie in 
to an existing sewer main. This 
spoilbank along the edge of a 
built up residential street (hidden 
by spoilbank in photo) presented 
a real backfilling problem. 
Because the street had to be kept 
open to traffic and dust raising 
held to the minimum, the huge 
spoilbank could not be filled from 
the street side. 


Hughes solved the backfilling 
problem — and at the same time 
compacted the filled trench—with 
a one-man-operated machine, the 
Cleveland Model 80-W. Needing 
minimum working space, easily 
able to pass under tree branches 


and clear all obstructions, the com- 
pact 80-W worked off the street, 
travelling parallel to the trench 


| the new pipeline by late 195 


on the opposite side from the spoil- | 


bank. The street was kept open 
and the dust problem minimized. 


The one-man 80-W did the com- 
plete filling and compacting job 
simultaneously as it travelled, 
cleaned up and left the job ready 
for immediate repaving. Its low 
ground pressure and perfect 
balance on wide full crawlers 
practically eliminated damage to 
the lawns, sidewalks and drive- 
ways it crossed. 


Because of its unique versatility 
the Cleveland 80-W is saving 
owners time and money on a wide 
variety of pipelaying, trench fill- 
ing and trench compaction jobs. 


Write for Full Line CLEVELAND Bulletin or 
See Your Local CLEVELAND Distributor 
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THE CLEVELAND TRENCHER COMPANY 
“i 20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 
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| the company’s lines origi «tir 


| ferred to its 24-inch pipeline orig 


| Illinois, Indiana, 


| Panhandle Eastern in May whic 


| tric Company won the award i ' 
| tric utilities having more then 


| INDUSTRIAL PROGRESS 






(Continued ) 


line from Joaquin to Longview, T, 
at an estimated cost of $3,269,090 
cording to an announcemenf 
George T. Naff, president. 

The new pipeline will cons ‘st oj 
miles of 16-inch pipeline cxte; 
from the company’s compr sso 
tion near Joaquin, Texas: tg 
Carthage field in Panola (Co 
Texas, and 31.5 miles of 20- ach 
line from the point of term aati 
the 16-inch pipeline to the te “mir 
the company’s 24-inch pipx ‘ine 
Longview, Texas. 

The announcement statec th: 
new pipeline would permit as 















































Provident City, Texas, to | 









ing at Longview whereas a. pr 
the company has no facilitie. so: 
Little Rock, Arkansas, for trd 
between those lines. 

Present plans call for com) let 











Panhandle Eastern Pipe Pi 
$22,885,000 Expansion 


PANHANDLE Eastern Pipe 
Company plans a $22,885,000 ¢ 
sion of its main transmission 
carrying natural gas from the § 
west to Mid-West states. 

The expanded facilities will pr 
an additional 100,000,000 culic 4 
gas daily to distributing custom 
Michigan, Ohi 
Missouri. A survey of Pank 
Eastern’s customers — earlier 
shown that they could use colld 
ly on peak days of 1954-1955 (0 
coldest winter days) at least 20} 
000 cubic feet of additional gas. 

This expansion of facilities | 
phase of a $66,750,000 constn 
and expansion program annoum 


















boost the pipe line’s peak dai 
capacity by 50 per cent. 


"Utilities in Action,"’ New |6 

Slidefilm, Announced by 
ACHIEVEMENTS of electri 
ity companies which won 1a 
honors for encouraging the clect 
tion of industry during 1953, a 
viewed in a new 16mm slid -filtt 
duced by the General Elec: ric 
pany. 

The slidefilm, entitled “CT tili 
Action,” reports on the accivil 
the Philadelphia Electric Co 
and the Arizona Public Ser ce 
pany, winners of the 1953 More! 
to America Award, Philadelyhi 
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Dayton’s Gas Division 
now serves over 


150,000 customers! 


150,000 CUSTOMERS 











140,000 








130,000 











AT 





{ 


100,000 








on 


Sd 
90,000 
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We’re proud of our gas division. 


In ten years we've added 50,000 cus- 

tomers. In the same period, revenue 

has tripled! The sale of gas has 

gone from 9,818,000 m.c.f. in 

1945 to 30,500,000 m.c.f. 
estimated for 1954. 
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THE DAYTON POWER AND LIGHT COMPANY 


DAYTON , OHIO 
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customers, while Arizona Public Serv- 
ice Company won a similar award for 
companies having less than 250,000 
customers. 

The awards are offered annually by 
the General Electric Company and 
presented through the Edison Electric 
Institute. 

The film also includes a description 
of the criteria by which winners are 
judged. The awards are designed to 
increase productivity of American in- 


dustry by encouraging industrial elec- 
trification activity among electric util- 
ity operating companies. 

The slidefilm is available for show- 
ing through any of the company’s 
nation-wide chain of apparatus offices. 


New $26,400,000 Unit to Be 
Built by Appalachian Electric 


PLANS for further expansion of the 
American Gas and Electric Company 
System by the construction of a 225,- 





This advertisement is neither an offer to sell nor a Solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus, 


NEW ISSUE 


September 22, 1954 


$250,000,000 


American Telephone and Telegraph 
Company 


Thirty Year 314% Debentures 


Dated September 15, 1954 


Due September 15, 1984 


Price 102.52% and accrued interest 


Copies of the Prospectus may be obtained from any of the 
several underwriters, including the undersigned, only in States 
in which such underwriters are qualified to act as dealers in 
securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Bear, Stearns & Co. 
Ladenburg, Thalmann & Co. 


Salomon Bros. & Hutzler Wertheim & Co. 


Eastman, Dillon & Co. 
Merrill Lynch, Pierce, Fenner & Beane 
Blair & Co. 


Halsey, Stuart & Co. Inc. 
Equitable Securities Corporation 
L. F. Rothschild & Co. 


Dick & Merle-Smith _Hallgarten & Co. 


Incorporated 


Phelps, Fenn & Co. 
Shields & Company Coffin & Burr 


ncorporated Incorpora! 


Hirsch & Co. Baker, Weeks & Co. 
Francis I. duPont & Co. 


Burnham and Company 


Incorporated 


New York Hanseatic Corporation Wm. E. Pollock & Co., Inc. 


Schoellkopf, Hutton & Pomeroy, Inc. 


Spencer Trask & Co. 
McLeod. Young, Weir, 
Ball, Burge & Kraus 


Central Republic Company 
) 


(Incorporated 


Gregory & Son Baxter, Williams & Co. Hayden, Stone & Co. 


Tucker, Anthony & Co. 
The Robinson-Humphrey Company, Inc. 
William Blair & Company 


Riter & Co. Stern Brothers & Co. 


000-kilowatt steam-electric gene 
unit were announced ri cenj 
Philip Sporn, president. 

The new unit, to be built: at a 
mated cost of $26,400,000, will 
addition to the Glen Lyn Fiant 
Appalachian Electric Power 
pany, an AGE operating cog — 
subsidiary. The plant is loc: ted 
New River at Glen Lyn, \ irgi 
the western Virginia panha: dle. 

The unit will be the sixth of a 
of 215,000-kw or slightly {1 
chines on the seven-state . 
tem. Four of these units \avelf— 
placed in service on the ACE § 
in the past 15 months; the ifthe 
unit, now nearing comy tio 
scheduled for operation in bowl. 
months. i 

“The new unit,” Mr, Sporn 
“will burn an additional 60:),00 
of coal per year, all of which will 
from producers in the Glen Lyn 
This, we feel, is of significance f* 
entire coal mining industry.” 

Construction is expected to sare 
about a month and to be coinpleiage 
late 1956. The new unit will morgage 
double Glen Lyn’s present zeneqeg 
capability, raising it to 395,00 
Now ranking ninth in size amo 
AGE System’s power stations, 
Lyn will rank sixth following th 
pansion. 

Total generating capability 9 
entire AGE System will be boost 


the new unit. Of this amount, 27 
000 kw will have been added ¥ 
World War II in an unprecedgiagy 
expansion program which has 
pace one step ahead of the contimy* 
growth and development of the 
tory served by the System. 

The new unit, which will be a 
the world’s most efficient elf 
power producers, will have the en 
producing capability to serve ¢ 
home in a city of about 1,20 
population. It will operate at a Sammy 
pressure of 2,000 pounds per =" 
inch and at a steam temperatuggy s 
1,050° F. It is expected to prog- 


about 7/10 of a pound of coal. 


New Booklet on Cochran 
Complete Line 

COCHRANE Corporation, of F 
delphia, Pa., has published a four 
bulletin, No. 6210, briefly cov 
their entire line of water conditi 
equipment and specialties. Ment 

in this bulletin are: Deminerd 

(Continued on page ‘2) 
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102 YEARS EXPERIENCE 


= dependable gas service to California 
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1929—Natural gas—cleaner, better, cheaper—was first 


B—P.G. and E. began as a gas company. Early gas 
brought from California’s Kettleman Hills oil field. 


is made from coal shipped here from Australia. 


P. G. and E.’s second century is under way, 
and we are continuing the largest natural gas 
expansion in our history. Since 1945, we’ve 
added 700 million cubic feet a day of capacity 
through our “Super Inch” pipeline. 

Here’s why we’ve had to expand: 1) Since 
1945 we’ve added 430,000 gas customers. 2) 
Our average home customer now uses twice 
as much gas as 10 years ago. 

No one knows exactly how much natural 
gas Northern and Central California will 
ultimately need. No one knows today what 

‘ additional source of gas will be discovered. 
But one thing is sure: P. G. and E. will be as 
alert in the future as it has been in the past to 


‘till more natural gas was brought from Texas : . 
shit Dien Ties dawg Sener tack? bring dependable gas service to Central and 
world’s largest pipeline. Northern California. 


° and JK 


PACIFIC GAS AND ELECTRIC COMPANY 
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Hot Process, Hot Lime Zeolite, Zeo- 
lite Softeners, Reactors, Deaerators, 
Dealkalizers, Filters, Continuous 
Blowoff Systems, Hydromatic Control 
Valves, C-B Condensate Drainage, 
Multiport Relief Valves, Separators, 
Purifiers, Receiver Separators, and 
Multiport Drainers. 

Where more detailed booklets are 
available each description carries the 
identification number of such booklet 
which is available on request. 


AGA and EEI Produce 
Customer Relations Training 
Package 


THE American Gas Association and 
the Edison Electric Institute have 
just completed a Customer Relations 
Training Package. In the opinion of 
the joint committee of the two associa- 
tions, every utility in the country 
should include this package in its 
training program for Customer Con- 
tact employees. The training package 
is based on the premise that utility 
companies require an educational 


course in Customer Relations that has 
been tailored to the problems of their 
own industry. 

A major component of the package 


is a manual of customer relations’ prin- 
ciples to serve as a guide for super- 
visors who train employees in various 
types of customer contact jobs. Also 
included in the kit are five sound-slide 
films, which run about 22 minutes and 
cover two sides of a 16-inch record. 
Each has a trailer suggesting ques- 
tions for later discussion. The subjects 
of the films are: Principles of Cus- 
tomer Relations, Telephone Inter- 
views, Office Interviews, Field Con- 
tacts, and Correspondence. 

Effective follow-up booklets on each 
of the five subjects covered by the 
manual and the slide films are in- 
cluded. Employees can retain these as 
reminders of the highlights of the 
course. 

Produced at a cost of more than 
$100,000, the AGA-EEI Customer 
Relations Training Package is avail- 
able at $295 per set, with cost gradu- 
ated downward for companies order- 
ing more than one set. 

Development of the program re- 
sulted from a survey indicating the 
serious need for training in customer 
relations planned specifically for the 
gas and electric utility industry. Three 
years of intensive study and work by a 
committee of men experienced in cus- 
tomer relations have resulted in this 
comprehensive and complete training 
course. Purchase order forms are 


available at headquarters of either the 
American Gas Association or the Edi- 
son Electric Institute. 


Bulletin on Gas Turbines 
For Pipeline Pumping 
Announced by G-E 

A NEW publication explaining the 
application of gas turbines for gas 
pipeline pumping has been announced 
as available from the General Electric 
Company, Schenectady 5, N. Y. 

The 12-page, two-color booklet, 
designated GEA-5962, contains de- 
tailed information on the operation 
and application of gas turbines for 
gas pipelines. Numerous illustrations 
and drawings help explain turbine 
uses. 


New Welded Steel Meter 
Announced by American 
MEASURING only 10-1/4 x 7-5/16 
x 7-5/16 inches, a compact new 60 
cfh welded steel meter is now being 
offered by American Meter Company. 

The fact that high BTU gas is now 
available to nearly all gas companies 
makes possible the consideration of a 
small, sturdy meter for many small 
load applications such as apartment 
type loads and single dwellings where 
house heating is not involved. Ameri- 
can has designed the new meter, 
known as the W-60 Series, specially 
for such loads and the new meter has 
ample capacity to cover the maximum 
hourly demand for these loads, yet is 
low enough in capacity to permit use 
of the most suitable small valve de- 
sign to assure accurate measurement 
of pilot loads. 

The W-60 Series meter is approxi- 
mately one-half the size of a standard 
American 5M tinned steelcase meter 
and is said to be particularly adaptable 
to group or bank installations where 
space is at a premium. 

The new meter because of its unique 
construction, brings about new possi- 
bilities for savings by operating divi- 
sions of utilities, according to the 
manufacturer. 


$29,000,000 Spent by VEPCO 
In First 6 Months of '54 


IN the first 6 months of 1954 Vir- 
ginia Electric Power Company spent 
nearly $29,000,000 on construction. 

Nearly $15,000,000 were spent to- 
ward the construction of additional 
generating facilities consisting of a 
0,000 kilowatt extension to the Ports- 
mouth power station ($4,300,000), 
the Roanoke Rapids hydro project 


($7,200,000) and-a 100,009 kj 
extension to the Possum Pcint 
station ($3,300,000). Ove § 
000 were expended on improve 
ta and extensions of the electri 
tribution and transmission syste 


Kansas Gas & Electric flan 
Generating Unit for Plag 


KANSAS Gas & Electric Con 
plans to add a third gener ting 
at a cost of $12,500,000 tc its| 
000,000 Murray Gill steaii e¢ 
plant near Wichita. 

M. F. Gill, chairman, sai! thé 
115,000-kilowatt unit is bein ing 
nearly two years ahead of sch 


owing to increased power «ema 


the southeastern Kansas area 

by the utility. The new wait, 
equivalent in output to the twoa 
in service, will boost the plaxt’s¢ 
ity to 229,000 kilowatts. it’s 

tively slated for operation by 
1956. 

Total generating capacity will 
creased to 374,000 kilowatts wi 
scheduled addition of a new gen 
tc the company’s Neosho plant 
Parsons, Kan., this fall. The 
Wichita unit will raise the comp 
generating capacity to almost 
times its total at the end of 
War II. 


RCA Offers Space-Saving 2: 
Radio for Mobile Communic 


THE smallest commercial 10 
two-way radio ever developed fo 
bile communications was anno 
recently by the Engineering Pro 
Division, Radio Corporation of : 
ica. It measures only 54 inches 
9} inches wide, 172 inches long 
weighs but 40 pounds. 
Designed to meet the require 
of utility, industrial, municipa 
other mobile services, the RCA 
fone radio (CMC-10A) produ 
minimum of 10 watts, over the4 
148 to 175 megacycle band, acca 
to Russell C. Dubois, communic 
sales manager. It can be supplie 
either narrow or standard bam 
sponse and, by simple re-arrangt 
of internal jumpers, can be cot 
quickly and without add tions 
either six or 12 volt battery ope 
The new Carfone is delivered 
to customer frequency and is 
plete with tubes and crystals, 
microphone, loudspeaker and 
control head, roof top anter na, 
cable, battery and control «ables 
fuse block, and installation haré 





BLAW-KNOX Suspension Towers on single-circuit 220 KV transmission line of Pennsylvania Water & Power Company 


envineered to the job by Blaw-Knox in cooperation with utility engineers 


To seep up-to-date on new trends in transmission 

‘ms .. . especially the factors that influence 

ry requirements . . . Our engineers are always 

ing closely with utility transmission engineers 
ecific projects. 


one instance, the trend toward different com- 
tions of lighter wire loads resulted in lighter and 
» economical Blaw-Knox suspension tower design 
construction . . . plus savings in erection costs. 


»w we can assist you will naturally depend upon 
specific needs. But always available to you and 
yo:* consultants are the technical know-how and 
prs. tical field experience of our engineers, acquired 


over a period of some forty years in designing and 
building towers. Plus modern fabrication facilities 
and large plant capacity. All of which is your assur- 
ance of... 
* engineered towers of sturdy construction—custom-built 
to your requirements 
* high quality fabrication—for easy erection in the field 


Let us know your requirements. After we’ve studied 
them, we’ll be glad to submit a quotation. 


BLAW-KNOX COMPANY. 
BLAW-KNOX EQUIPMENT DIVISION « TOWER DEPARTMENT 
PITTSBURGH 38, PENNSYLVANIA 


TRANSMISSION TOWERS 


Steel transmission towers, custom-built for each installation... and antenna towers——guyed 
and self-supporting types—for AM * FM * TV * microwave * communications * radar 


























"Gis ems, PROCEEDINGS 
1953 CONVENTION 





NATIONAL ASSOCIATION OF NEW YORK CITY 


RAILROAD AND UTILITIES 


COMMISSIONERS 


NATIONAL ASSOCIATION OF RAILROAD | 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 





The new report on the Railroad Passenger Deficit Problem—Regulation of Small Inde- 
pendent Telephone Companies—The Motor Carrier Indemnity Insurance Problem—The 
State Commissions and the Federal Power Commission—Should the Long and Short 
Haul Provision of Section 4 be Included in Part Il of the Interstate Commerce Act or 
Has it Outlived its Usefulness—State Commission Reorganization and Administration 
—The Promise and Problems of Nuclear Power—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 

Local Service Telephone Rates in the U. S.: | 
An excellent compilation of rates prepared by NARUC subcommittee on “exchange rates” 
for all exchanges of Bell System, the rates in cities of fifty thousand population or more 
for Bell and Independent Exchanges, rates of borrowers from R.E.A. and tabulation of 
above exchanges which had ten cent coin telephone rate in effect June 30, 1953. 200 pages, 

SEM EHREL ONE RAS Gl IED MEDET PUMIOT oc ois Go's v'0'5.556 4 4554 oes oie doe cebedaden te dees $2.75 


Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee is in printed form with 
hard-bound cover and contains 400 pages of text, tables and charts, presenting compre- 
hensive factual data with respect to message toll telephone service rates, costs and 












disparities from both the interstate and intrastate approach .....................05. $6.50 
Telephone Separations Manual with 1952 Addendum .............s.cecececeees $2.00 
Depreciation: 





1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 




















Bas NR SI MESA a eo Fe ie skis ys Sb See SNES owl 4544 60 oe views $4.50 

(1946) Methods of Pricing Retirements from Group Property Accounts .............. 1.25 

1948) Letter Symbols for Mathematics of Depreciation ...................0. ce euee 1.00 

1948) Half Cycle Methods of Estimating Service Life ................ 0. cece eee eee 1.00 

1950) Remaining Life Basis of Accounting for Depreciation ...................0.05 50 

(1953) Report of Committee on Depreciation ................. 2c. cece ee ceeeceeees 1.00 
Interpretations of Uniform System of Accounts for Electric Utilities 

Cases Nos. 45 to 119 (19SB Fo 1953) 22... ccc ccccescc cece cc ecccccccccces 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities 

Cases Mos. 1 Bo BO 17930 FO BIST) ono conc ccc ccc cece ces cecseeccccces 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 3 









Ne ) esa eee e : & 
(When remittance accompanies order, we pay forwarding charges) ; 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


P. O. BOX 684 WASHINGTON 4, D. C. 
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BOOMTOWNS 


We've got a lot of them in our service area. They’re 
marked by high levels of production, employment, standards of 
living, and industrial and home building. And over the past five 


| years, they have increased gas consumption by almost 50%! 


Naturally, this boost in gas use could not have happened if we 


had not been looking to the future. As it was, we spent millions 





of dollars to be prepared: Conversions to higher Btu gas... 
New plant facilities, including cyclic catalytic reforming plants, 


holders and mixing plants... Greatly expanded distribution systems. 


3ut we haven’t stopped here. We’re investing still more millions 
0 be ready for the even greater demand for gas tomorrow. 
Ve believe in the future of our ““boomtowns’’, and our investment 


eflects our confidence . . . confidence in the future of America. 
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Motorola 2-way Radio ... the 
profit tool that keeps pace 





















with the expanding 
Power Utility Industry 


Continuity of Service is being maintained today 
with a higher guarantee and at lower cost by 
hundreds of electric power companies. Alert 


She etewonteattes dispatching via Motorola 2-way radio has 
operation is the accounted for great gains in the overall 
more-profit ; ‘ - . 

operation efficiency of these service organizations. 


And as capacity is doubling every ten years — 


Orders quickly dispatched to line so is the use of Motorola radio communication 
service and repair trucks elimi- : 
nates much dead mileage and systems... and no wonder . . . these highly re- 


a la aia liable and flexible tools have multiple applica- 


tions with gains on the books for every depart- 
ment that uses them. 


Night emergency calls in bad weather ily i j isti 1 
pore pea pea aagneror Easily integrated into your exist ing operat ion 
home service units to keep on for improvements in customer relations, main- 


schedule when demands get heavy. 


tenance schedules, employee relations, cost 
control, and a multitude of minor problem areas. 





MOST POWER utilities insist on Motorola for their 
radio communications equipment because they 
have learned from first-hand experience to expect 
top performance and utmost reliability. They have 
found — 





















ditad +. 


work is exp y tly 
available, mobile communication 
between distant line crews, parts 
and supply departments. 


Powerline construction and repair b 









It pays to own and operate your own 2-way radio 
communications, the tool pioneered to practical suc- 
cess by the world’s largest exclusively radio and eles- 
tronics manufacturers. 










4 In many emergency 
fo} situations the supervi- 


® 
sion and expediting of 
interstation load switch- 
ing is ‘‘rescued’’ 
smoothly with the aid 


.. of 2-way radio. 














The complete supplier of radio communications and industrial control, 
microwave relay, power line carrier, supervisory control and frequercy 
shift V. F. carrier, mobile communication, telemetering, automatic !:ad 
control, teleprinting, and protective relaying. 








Motorola Communications & Electronics, Inc., 4501 W. Augusta, Chicaco 5), 
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THE BLUE FLAME nN 
IS ON THE MARCH IN NEW JERSEY 


$ 


GREATER SALES 










































MORE AND MORE 




















OF GAS PER 
today CUSTOMER GAS MAINS TO 
st by SERVE MORE AND 
Alert MORE NEW GAS 
0 has CUSTOMERS ... 


rerall 


ste — Si MORE AND MORE 

ption = A / y, ARCHITECTS AND 

iy ve. BUILDERS UTILIZING 

slica- DOZENS UPON DOZENS GAS IN 

part- OF NEW HOMES NEW HOUSING 
USING GAS AS THE /\ DEVELOPMENTS . . . 


EXCLUSIVE FUEL 








ation 

Nain- 

cost ; ; 

reas. The Blue Flame Home, a very attractive $40,000 home in Tenafly, 

N. J.. has just been opened to the public. It is situated in a lovely, 

ia hilly section in a development which has a potential of some 300 similar 
er 

they homes, equipped like the Blue Flame Home itself. This fine house has 

‘pect ; ‘ 

have all the seven uses of gas, including year-round atmosphere control. 
: Throughout New Jersey, more and more builders and architects are 

‘aco 

es supporting the Blue Flame Home idea, and are incorporating the 


oa seven uses of gas in their new homes. 


THAT’S THE STORY in New Jersey 












ntrol, 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


PY emog fespe.j 





This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 


MAIL YOUR ORDER TODAY TO 


Supplemental Volume A reports the activities of the Commission during 
the 10-year period subsequent to the publication of the original volume in 
1943. All decisions in so-called “leading cases” have been made the 


subject of special editorial comment and 
interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case are explored at length 


in editors’ notes. 
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OUTHERN'S 
TAESlILtt # 


assures the permanence of your 
lower steam production costs 





























COAL value is measured in terms of continued low cost 
steam production — not by the price tag. 





You can be reasonably sure of efficient boiler performance — low 
steam cost — if a supplier proves that his coal is ‘right’’ for 

your specific burning equipment. Modern preparation methods 
and rigid quality controls assure you of clean, precision graded, 
uniform quality fuel energy. But full value for your coal 

dollars demands MORE. It demands that you be made secure 

in perpetuating your savings regardless of greater future needs. 
Because SOUTHERN gives you all these essentials, you will 
benefit profitably by joining the growing number of industries 
who have found this security in SOUTHERN's extensive 

resources, modern facilities, financial soundness, and long record 
of living up to their contractual obligations—SOUTHERN's Stability. 


YOU CAN RELY ON SOUTHERN’S ENGINEERED INDUSTRIAL COALS 










—, 


PLANT ENGINEERS 
DAL 


PURCHASING AGENTS— £ feel Co 
dit Send for this free book. Written by Gait CLV OU Wes 


mbustion Joseph Harrington of Southern's en- 











gineering staff — noted authority on 






Coal; its chemistry, preparation, and 






utilization, storing and handling. 
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UP TO 39.4% MORE POWER i}! an 
other 12-, 34-, and 1-ton trucks. It’s low-cost 
power, too! Dodge V-8 pick-ups offer most 
horsepower for your truck dollar. 


\ G 


ri 
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i 
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new 145-hp. 

POWER-DOME V-8! OFFERS MORE MILES PER GALLO 

More power than any” cet armas 

other low-tonnage (| Sa. 

truck engine! a BT power LASTS 
om ae LONGER: Power: 


Dome design . .| 





























Test for yourself the flashing tee eaaslill om rt - proved in higher ton 
ts, ~ nage models 


acceleration, the big power re- Tae : ; a 
serve of this new 145-hp. aay Bes. ee a means fewer power 
Power-Dome V-8 . . . the ultra- ; f %; stealing ‘‘hot spo'!s’’! 
modern truck engine that gives —~ : “i ‘ | combustion chamber 
Dodge pick-ups and stakes OS > —’ (ith 

more power than any low-ton- : eats ee: 

nage truck! Ask your dependa- euts) ae 8} =m ¢: "hed a More proof that 
ble Dodge truck dealer to show 2 “e, Dodge trucks offe 
you a new Power-Dome V-8 ae a better dea! fo 
or a 110-hp. thrifty six! kee 2 RS we as men at the wht 
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REPRINTS 


of Feature Articles in 


PUBLIC 
UTILITIES 
FORTNIGHTLY 





Reprints of feature articles in recent issues of PUBLIC 
UTILITIES FORTNIGHTLY are listed here as a 
special service. 





The Need for Recognizing Fair Value 
by Paul Grady, March 18, 1954 


The Adjustment Clause, an Aid to Rate 
Regulation 


by Orrin S. Vogel, April 15, 1954 


Niagara Should Be Developed Through 
Private Enterprise 


by Homer E. Capehart, April 29, 1954 


Traffic Crisis — Is Subsidized Parking the 
Answer? 


by George W. Keith, April 29, 1954 


Public Relations Techniques 
by Harold Brayman, July 8, 1954 


Utilities?’ Future in Latin America 


(Parts 1 & 2) 
by Herbert Bratter, July 8 & 22, 1954 


eetrie Companies Have Eyes on the Future 
by A. Bryan Marvin, July 22, 1954 


‘:ings Are Coming the Independents’ Way 
by James H. Collins, August 19, 1954 





es for the above, as well as for reprints of other 
“cles, will be supplied promptly upon request. Write 
2: Reprint Department, Public Utilities Fortnightly, 
unsey Building, Washington 4, D. C. 





Since 1897 


STOPPERS 








ALL KINDS OF 
PIPE STOPPERS 


* 


SAFETY GAS MAIN 
STOPPER COMPANY 


523 Atlantic Ave. ° Brooklyn 17, N. Y. 
Cable Address: Gastopper, N. Y. 




















ADDRESSING 
MACHINES 


offer you the only competition you can 
find in the Addressing Machine industry. 
Consult your yellow telephone book or 
write to The Elliott Addressing Machine 
Co., 144] Albany St., Cambridge 39, 
Mass. 











You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Curips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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OLES on the right are part of a 27-year-old group in a line of Dayton Power & 


95% of the Pressure-Creosoted poles 
in this line are still in service 





tas 


t Company between Washington Court House and Leesburg, Ohio. Ninety- 
er cent of the 1927 poles are “still in fine shape, almost as good as when 


lled 


hese 
between Washington Court 


pressure-creosoted poles, 


and Leesburg, Ohio, were in- 
»y the Dayton Power & Light 


y in 1927. Today—27 years 


wore than 95% are still in 


ly, officials of the utility 
can recall only one replace- 
the line due to rot at the 
ne. The other replacements 
result of line improvements. 
is like these, established on 

of many of the nation’s 


»ower and telephone com- 


re your assurance that pres- 


sure-treatment with Creosote is the 
way to get maximum pole life. 


* * * 


You get uniformly good results 
from Creosote treatment when USS 
Creosote is used. That’s because 
USS Creosote is a uniform product, 
the result of continuous processing 
in the plants of United States Steel. 
For complete information on USS 
Creosote, contact our nearest Coal 
Chemical sales office or write directly 
to United States Steel Corporation, 
525 William Penn Place, Pittsburgh 
30, Pennsylvania. 


CLOSE-UP on one of the poles showing 
the 1927 dating nail. 


USS CREOSOTE 














THIS IS 
OCTOBER! 


DIAMOND JUBILEE of light, which we 
celebrate this month, reminds us to use 
light for freedom, power for progress. 





OHIO ED:CC!: COR PANY 


And this is the SPECIAL ADVANTAGE STICKER Pass to. 
which d of ¢ are using this month 
on the front cover of Electrified Industry. —> 








"THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
.. Economy ... Reli- 
. Good Regulation 


. . and the 


ity . . Instant Starts . 
ability . . Cleanliness . . 
... Ability to take Overloads . 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 





Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~~ Todays Bisines! 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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FOR CLEANER 
COOKING 


oe ee 
REFRIGERATION 


columbia Gas System 
delivers a modern miracle 
24 Hours -A- Day! 


‘FOR CHEAPER 
" DRYING 


FOR INSTANT 
HOT WATER 


* 
COLUMBIA 
GAS 


SYSTEM 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
C y, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


r v 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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which d of comp 
on the front cover of Electrified Industry. —> 


are using this month 





"THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
. Economy .. . Reli- 
ability . . Cleanliness . . . Good Regulation 
.. . Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 


lems which most power companies offer. 


ity . . Instant Starts . . 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
In addition your stickers help them 
route your messages to additional readers. 


lines. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 
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celebrate this month, reminds us to use 
light for freedom, power for progress. 
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Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 











They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 






By using Electrified Industry they are able 
to maintain better-than-ever customer contact 









and increase the net revenue of the utilities. 
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© The Columbia Gas System 






CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Have you looked into 


TOMORROW'S TRUCK TODAY? 


In just 5 years of production... 







This startlingly new idea in 

Motor Trucks has become a . 
familiar sight on America’s 
streets and highways 





5 YEARS AGO The White Motor Company introduced an entirely owners have cost records to prove that the White 3000 reduces 

new type of truck—completely functional—designed to reduce delivery costs spectacularly. The White Roll Call of owners of 

delivery cost because it could do more work per day or per ten or more is published as unassailable proof of this fact. 

mile. So new and different, other manufacturers thought the If you have not had the White 3000 demonstrated in your 

White 3000 of little consequence, at the time. service—to see for yourself its ability to cut your delivery time 
TODAY ... just five years later . . . thousands of successful fleet and costs—call your White Representative today. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


For more than 50 years 
the greatest name in trucks 























Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 








Q-Panels 


H. H. Robertson Company 
400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





a 

Q-Panel walls grace the new Elrama Powe 

Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineerin 

and Construction Department. The Dravo 
Corporation was General Contractor. 























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


NAME 


FIRM 





ADDRESS 
PUFI 









The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 

































The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 

preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 

of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 








Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


®& simplifying and speeding up rate case 
groundwork ' 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


®& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 
—all of which are in the public interest. 
The volume does not offer a program of standardized 


procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 













The Birth of the Utility Rate Case Completing the Rate Base; 

Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 





Annual Depreciation 






Selection and Function of the Attorney 
The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 






The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 








> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 



















PROFESSIONAL DIRECTORY 





¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 


others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction.  » 


» 





Tue American Appraisat Company 


ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR: CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 











DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ford, Bacon & Davis 
Tarent< Engineers gto ty 


NEW YORK @ CHICAGO @ LOS ANGELES 















GIBBS & HILL InNo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











(Professional Directory Continued on Next Page) 




















PROFESSIONAL DIRECTORY (continued) 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


GA GILBERT ASSOCIATES, INC. 


° WASHINGTON e ROME 
FOUNDED 1906 @ PHILADELPHIA e MANILA 


e@NEW YORK e MEDELLIN 

















W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Far Analyses 


New York 5, N. Y. 


55 Liberty Street 

















JAY SAMUEL HARTY 


CONSULTING ENGI NEER 
327 South LaSalle Street e CHICAGO e Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 6011 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enter prises 














HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
NEERS 
ANN “ARBOR MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Mention the FortNIGHTLY—/t identifies your inquiry 
































PROFESSIONAL DIRECTORY (continued) 


See hu ljia n loypounlion 


ENGINEERS ° CONS TR UC.T O'R S 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e« INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21], PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
— Utility Management Consultants Specializing in REGULATORY 
AND 
WATER ~ COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ==s BOSTON 10, MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENS! INSURANCE 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING * SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











SPECIALISTS IN 
AGCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 





















> Complete Services for Gas 
Industry’s and Electric Utilities * Designing 


Partner { — J.F. Pritchard & Co. ¢ Engineering ¢ Construction 


¢ Alterations « Expansions 
for Progress ENGINEERS © Saver eae Tae ¢ Modernization Surveys Plans 


od ¢ Piping ¢ Equipment « Steam 
> Dept. 415, 210 W. 10th St.,Kansas City5,Mo. or Diesel Power Plants 







cee 




















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 

















SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 

















Sargent & Lundy 
; ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 











DESIGN, CONSTRUCTION, INSPECTION AND CONSULTING SERVICES 
FOR PUBLIC UTILITIES AND INDUSTRY 


UNITED ENGINEERS & CONSTRUCTORS INC 


ROUND OF OVER SEVENTY YEARS’ EXPERIENCE [| NEW YORK 17 © PHILADELPHIA 5 © CHICAGO 2 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — SUPERVISION HANDY-WHITMAN INDEX 


for Publi ili 
REPORTS — VALUATIONS Sinanaies ina tele 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNiGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 









Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photography — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St. 





Lansing, Michigan 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S, LASALLE St., CHICAGO 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 


GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, IIL 














MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








A. S. SCHULMAN ELEctTrICc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 

















FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciations 
Invesigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. | 


A 


Abrams Aerial Survey Corporation 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
American Telephone & Telegraph Company 
Analysts Journal, The 

Automatic Electric Company 


Babcock & Wilcox Company, The 
Barber-Greene Company es 
*Beaumont Birch Company 

Black & Veatch, Consulting Engineers 
Blaw-Knox Company ... 

*Blyth & Company 

Boddy, Benjamin and Woodhouse, Inc. 
Brooklyn Union Gas Company, The 


c 


Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The 

Columbia Gas System, Inc. 

Commonwealth Associates, Inc. 

Commonwealth Services, Inc. ..................00000- 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 

Dayton Power and Light Company, The 
Delta-Star Electric Division, H. K. Porter Co., Inc 
Dodge Division of Chrysler Corp. 

Dropository Corporation, The 


Ebasco Services, Incorporated 
Elliott Addressing Machine ieee The 
El Paso Natural Gas Company . 


F 


First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers ............... 
*Friez Instrument Div. of Bendix Aviation Corp. ...... 


G 


Gannett Fleming Corddry and Carpenter, Inc. ......... 63 
General Electric Company Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 59 
Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Co. 

Guaranty Trust Company of New York 


H 


Haberly, Francis S., Consulting Engineer 

*Halsey, Stuart & Company, Inc. 

*Harriman Ripley & Co. 

Hartt, Jay Samuel, Consulting Engineer 

Hill, Cyrus G., Engineer 

*Hill, Hubbell and Company 

Hirsch, Gustav, Organization, Inc. ................... 
Hoosier Engineering Company ... 


Indiana Gas & Water Company, Inc. ............... ; 
*|nternational Business Machines Corporation 
International Harvester Company, Inc. 

Irving Trust Company 


*Fortnightly advertisers not in this issue. 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


4 
*Kellogg, M. W., Company, The 
*Kidder, Peabody & Co. 
*Koenig Iron Works 
*Kuhn, Loeb & Co. 


L 
PLATIGION, Ns ont NSOn. 68 6.5 5kiin oes cess eccee seneecioe 
Leffler, William S., Engineers Association 
*Lehman Brothers 
Lougee, N. A., & Company, Engineers 
Lucas & Luick, Engineers 
Lutz & May, Consulting Engineers 


Main, Chas. T., Inc., Engineers 
Martin Publications 
*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service C 
Miner and Miner 
Minneapolis Gas Company 
Moloney Electric Company 
*Morgan Stanley & Company 
Motorola Communications & Electronics, 
BES Bhs ecb nen ererns cast aneeG 46, Inside Back Cover 


National Association of Railroad and Utilities 
Commissioners 


P 


Pacific Gas and Electric Company 
Pioneer Service & Engineering Company 
Pritchard, J. F., & Co. 

Public Service Electric and Gas Company 


Recording & Statistical Corporation 
Remington Rand Inc. 

Robertson, H. H., Company 

Rust Engineering Company, The 


s 


Safety Gas Main Stopper Company 
Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 
Sloan, Cook & Lowe, Consulting Engineers .. 
*Smith, Barney & Co. 

Southern California Gas Company 
Southern Coal Company, Inc. 

Southern Counties Gas Company 
Southern Union Gas Company 

Sprague Meter Company, The 


Union Securities Corporation 
United Engineers & Constructors Inc. 
United Gas Improvement Company . 
United States Steel Corporation . 

Ww 
Washington Gas Light Company 
Western Precipitation Corporation 
White, J. G., Engineering Corporation, The 
White Motor Company, The 
Whitman, Requardt and Associates 


Ef 
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power line carrier 


Motorola’s superior receiver selectivity assures maximum 
suppression of spurious responses and maximum 
utilization of channel space. 


Allows minimum channel spacing and maximum frequency 
utilization at minimum cost. 


Frequency modulation provides constant output under varying 
line conditions and improved operation on noisy circuits. 


Available in simplex, duplex and automatic simplex models 
with Carrier Shift Signalling 

Single Scale Metering 

Low Power Drain 

Automatic Modulation Control 
Fast Positive Squelch 



































sy 
RS 

SPEECH PLUS OPERATION es 350% greater capacitance... 
: os couples entire carrier spectrum with 
with separate inputs for voice plus multiplexed no tuning .. . available in 


APERIODIC COUPLER 











standard insulation classes from 


$ i t h xs 
upervisory control and 5 channels of VF car 15 te $45 KV. 








rier (for telemetering, load control, teleprinting). 
SUPERVISORY CONTROL 
Complete 90 point supervisory 

control systems. 


MOTOROLA -— the complete supplier of radio communications and 


industrial control, microwave relay, power line carrier, supervisory control, 
PARTIAL LIST OF USERS frequency shift V.F. carrier, mobile communications, and telemetering 
equipment. 











American Gas & Electric Service Corp. 
Brazos River Electric Transmission Corp. write, phone or wire 


Central Power & Light Company 


Eentral Illinois Public Service Company 
‘Idaho Power Company 
‘Montana Power Company 


‘New England Power Service Company 

Ohio P Cc 

Pee POWER UTILITY PRODUCTS 
uthern California Edison Company 


Ten Vall Authorit a i ° 
ee Motorola Communications & Electronics, Inc. 


a subsidiary of Motorola, Inc. 


4501 W. Augusta Blvd. © Chicago 5], Ill. 





NEW G-E FLUORESCENT STREET LIGHT! 
GAIN NATIONWIDE ACCEPTANCE 


Are fluorescent street lights practical? Utility and 
municipal officials who have installed G-E Form 
206 fluorescent luminaires are best qualified to give 
the answer. Their actual field experience, in all parts 
of the country, is summarized in the following 
questions and answers. 


WHY USE FLUORESCENT STREET LIGHTING? 


Fluorescent street lighting provides better visi- 
bility and a more even light distribution than the 
best engineered systems of either filament or mercury 
lamps. The low brightness of the light source reduces 
the glare and eye strain that accompanies other types 
of street lighting. 


IS VISIBILITY IMPROVED? 


Yes. Many lighting experts believe that fluorescent 
street lighting increases actual visibility by about one- 
third. Thus, a 1.25 footcandle level from a Form 206 
fluorescent luminaire seems to provide the same 
visibility as a 1.7 footcandle level from filament or 
mercury luminaires. 


IS THE COLOR OF THE LIGHT PLEASANT? 


Yes. The whiter light furnished by the fluorescent 
lamps does not distort the familiar coloring of objects 
and people. Businessmen find that shoppers even 
come from outside usual trading areas to shop under 
the comfortable light from the fluorescent luminaires. 


NORTH—Shakopee, Minnesota praised the performance of 
its Form 206 luminaires. The new lights provide superior 
illumination even in sub-zero weather. 


IS THE SIZE OF THE LUMINAIRE A PROBLEM? 


No. The Form 206 luminaire is only slightl) oy 
six feet long and the distinctive size and shar ; aj 
functional beauty to the appearance of any str >et; 
roadway. No guys or trusses are required to st pp 
the luminaire even in high winds. 


WHAT MAINTENANCE IS REQUIRED? 


Maintenance is reduced! The fluorescent am 
used in the Form 206 have an average lamp ! fej 
7500 hours, or about two years of street-lig atiy 
operation. The hinged plastic globe is shatter pro 
and is tightly sealed to prevent dirt or insects en erit 
the unit. Sun, rain, heat, cold, or aging do nct a 
versely affect the plastic globe or the light outy ut. 


HOW DO COSTS COMPARE? 

When over-all lighting costs are computed )n; 
equivalent visibility basis, G-E Form 206 fluoresce 
luminaires cost less than any other comparable syste 
of filament or color-improved mercury. Altiou 
equipment and amortization costs are somew 
higher, installation costs are comparable, and operd 
ing costs are generally lower. 


GET MORE INFORMATION about this outstandi 
G-E fluorescent luminaire, the Form 206. Cont 
your nearest G-E Apparatus Sales Office, or wri 
Section 452-139, General Electric Company, Sc 
nectady 5, N. Y. 


EAST—Central Maine Power Co. accomplished thei: wot 
ing objective of providing better street lighting econo: 1ica 
by installing Form 206 fluorescent lights at Auburn, JAail 


GENERAL G@ ELECTRIC 





